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This study is an attempt at answering the following question: what is the 
phenomenon of regulation and what constitutes the regulatory environment? 
The study mainly concentrates on the overlapping and collision of various rules, 
which have strengthened in the era of globalization. The researchers term this 
situation as regulatory pluralism. Regulatory pluralism can be seen in action 
if you study the companies using natural resources, whose businesses are 
regulated by state rules, informal norms and international ecological and social 
standards. Typically, many of these rules contradict each other, which makes 
the companies choose which set of rules should be implemented and why? 
From the point of view of legal theory, lawyers can easily answer this question. 
However, these responses do not explain why many of the “proper” laws have 
totally unexpected and “improper” consequences. The answer, which this study 
provides, is based on the observation of companies’ daily activities in the sphere 
of implementation of ecological and social standards, as well as their interactions 
with other subjects and objects of regulation: state authorities, NGOs, and local 
communities. The main idea of the study is that the objects of regulation don’t 
just fulfil the requirements imposed by the regulator, but they interpret and 
process them according to their own understandings and the understandings 
of other actors. Opting to fulfil certain rules or fulfilling the rules in a certain 
way, the companies participate in the creation of the phenomenon of regulation. 
The companies and other actors cannot freely manipulate the rules by opting 
every time for the ones which would profit them the most. This selection is made 
under the influence of the cognitive setups of the acting agents, the power of 
enforcement of the regulatory bodies, as well as the behaviour of other actors.
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Tämä tutkimus on vielä yksi yritys vastata kysymykseen: mikä on sääntelyn 
ilmiö ja mistä sääntelyn ympäristö muodostuu. Tutkimuksen päähuomioon 
on suunnattuu globalisaation aikakaudella eriläisten sääntöjen kärjistyneiden 
risteykseen ja törmäykseen. Tutkijat nimittävät tätä tilanne sääntelyn moniar-
voisuudeksi. Sääntely moniarvoisuus selvästi näkyy luonteen alalla toimivien 
yritysten esimerkkinä, joiden toimintaa säännellään valtion lailla, epävirallisten 
normeilla, kansainvälisten ympäristö ja sosiaalisen standardeilla. Melko usein 
monet näistä säännöistä astuvat ristiriidaan keskenaan, mitä saattaa yritys va-
linnan tilanteeseen: mitä sääntöjä ovat suoritettavaksi ja miksi? Oikeudellinen 
teoriaan näkökulmasta asianajajat voivat helposti antaa vastaus tähän kysymyk-
seen. Mutta tämä vastaus ei selitä, mistä on käytänössä monet ”oikea” lait anta-
vat täysin odottamattomat ja ”väärät” seuraukset. Tässä tuktimuksessa annettu 
vastaus, perustuu yritysten arki toimintan, sekä niiden muiden subjektien ja 
sääntely objektien vuorovaikutuksen havaintoon: viranomaisten, kansalaisjär-
jestöjen, paikallisyhteisöjen. Tutkimuksen perusajatuksena katsotaan näin, että 
sääntelyn objekteja eivät yksinkertaisesti täyttävät sääntelyelimistä saadut vaati-
mukset, mutta tulkittaan ja käsitellään niitä oman ja muiden toimijan käsityksen 
mukaisesti. Määrättyjen sääntöjen täyttämisen tai sääntöjen täyttämisen tietyllä 
tavalla valinnan tekemällä, yritykset itse osallistuvat sääntelyn ilmion luomassa. 
Muttä se on tärkeää, että tämä valinta ei ole täysin vapaa. Yritykset ja muut toi-
mijat eivät voi vapaasti manipuloida säännöillä, valittamalla niistä joka kerta ne, 
jotka tuovat heille eniten hyötyä. Tämä valinta suoritetaan toimivien tekijoiden 
kognitiivisten järjestelmien, sääntelyviranomaisten, sekä muiden toimijoiden 
vaikutuksena.
Avainsanat: sääntelyn moniarvoisuus, luonnonvarojen hallinta, sosiaalinen 
sääntely
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1 Regulation in the era 
of globalization: from 
plurality of regulations to its 
coordination
The development of modern post-industrial society is based on various contradic-
tory processes which directly affect the aspects of regulation in this era of globali-
zation. First of all, it is transformation of the value systems which were laid in the 
foundations of industrial society. In modern times, the accumulation of material 
wealth is a key objective. More and more, attention is paid to the ecological, social 
and ethical aspects of human activity and new criteria of evaluation are coming 
into being. Global ecological problems, like climatic warming, contamination of 
the atmosphere or thinning of the forests have started coming to the forefront 
(Beck 2001; Beck, Giddens, Lash 1994; Giddens 1990). At the same time, the ap-
pearance of new values is not as much of a key feature of modern society as they 
are of its fragmentation (Toffler 1986). One and the same set of ecological values 
are exalted upon by various groups in the process of their own promotion (NGOs, 
state authorities, political parties, local societies, etc.) (Evans 2008). Institutes, sup-
porting the new values, have started appearing, indicating a measure of promo-
tion for these new values. Citizens’ concerns regarding ecological problems are 
being addressed by the creation of systems of ecological certification or “sales of 
green indulgences” (Bek 2001; Cashore 2002; Conroy 2001).
Secondly, there is the reduction in the regulatory role of state institutions. 
Modern states are territorial states, whose power is valid over specific land ex-
panses. Globalization is shaking the foundations of the authority of state legis-
lation, which seems incapable of regulating multinational corporations or the 
virtual space of the Internet. In response to these processes, the tendency to re-
allocate authority or power from the centre to the territorial and administrative 
units and the intensive development of local bodies is taking place (Haufler 2006; 
Hutter 2006; Vogel 2005). 
Another important trend in this area is the development of non-state centres of 
governance. Within the last two decades, transnational corporations have gained 
an opportunity to develop private regulation. In earlier times, the state was the 
key legal source, now in the modern world non-state actors such as NGOs, cor-
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porations, various societies have started claiming this authority. They develop 
their own standards, which they then try to incorporate into the state systems of 
governance, or turn them into international conventions and in doing so, legal-
ize them (Haufler 2003; Korten 1996). Some of the researchers, in an attempt to 
elaborate the forced competition of the state authorities with other influential 
organizations, use the term New Middle Ages as a metaphor. This term means the 
existence of a multitude of centres of governance. At the same time, it is impor-
tant to note that unlike in the Middle Ages, these multiple and various centres 
of governance are not isolated from each other, but they interact and overlap at 
times (Kobrin 1998; Tilly 2001). As a result, the processes of regulation become 
more complex and multi-layered. They assume active participation at different 
levels of governance, from local and national to regional and global, by both state 
and non-governmental stakeholders. 
Thirdly, the emergence of new centres of execution of power means the devel-
opment of greater varieties of coercive leverage. The international stakeholders 
offer new methods of control, which are not based on the legitimacy of govern-
mental demands, but rather on more flexible mechanisms, which stimulate certain 
behaviours (Scott 2012). In contrast to traditional hard law, these methods came to 
be known as soft law. They help to avoid the high costs of hard regulation, incurred 
due to transaction costs, uncertainty and power differentials. Soft law constitutes 
apart of the contemporary legislative processes (Meidinger 2007; Williams 2004). 
Fourthly, it is the development of the processes of standardization, and ef-
forts to create global rules of conduct, for people who live and work in different 
countries (Vogel 2008). As an example, there are organizations such as the WTO 
or The World Bank, which strive to develop generally accepted global standards 
of conduct in the market. The global companies, which do business in different 
states, also prefer that all their branches should be regulated by a unified set of 
rules. This is reflected in the development of unified corporate codes. At the same 
time, the implementation of unified global rules in particular localities still has 
their own specifics (Beck 2001). The creation of unified universal rules is also 
hindered by the emergence of various sources of power, as described above.
Last, but not the least, is the development of information technologies (Toffler 
1985; Beck 2001). This particular factor creates the possibility for the non-govern-
mental stakeholders to share governance and reinforces their ambitions of shar-
ing law-making authority. New information technologies are a tool of influence 
by civil society on the activities of the corporations. So, the spread of negative 
information by a small group of activists about a corporation which violates hu-
man rights or damages the environment can cause damage to the latter’s brand 
and cause a loss of market share. Information access is becoming the key resource 
for non-state regulation. 
All of the above mentioned processes of regulation transform the role of 
state law in the modern world (Zamboni 2007). This leads to change in the legal 
environment and establishes a challenge to traditional legal institutions. State 
regulation will begin feeling pressure, not only from local standards, but also 
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from global rules as boundaries become more fluid and vague. One of modern 
regulatory system’s most serious problems is the question of coordination be-
tween various local, state and international rules (Haufler 2003; Haufler 2006). 
Accordingly, the legal environment also becomes a more complex phenomenon, 
which is influenced by various institutions and interest groups at different levels 
and in different territories. As a result, the objects of regulation are simultane-
ously subjected to a variety of different rules. Their business is regulated as per 
the state law, informal notations of business administration, global standards and 
conventions, all of which can conflict with each other. Such a situation is known 
as regulatory pluralism (Tamanaha 2007). It forces the objects of regulation to 
change their traditional strategies and roles.
The main research questions are the following: How and why do the companies tend 
or not tend to adhere to the law in the situation of regulatory pluralism? How do 
they conform to the contradictory requirements of various regulators?  How are 
their daily affairs related to the requirements of the different systems of regulation? 
How does it reflect on the legal environment and other parties to the legal relation-
ship? How does the role of non-state actors change in the execution of rule of law? 
It will help to elaborate the fundamental questions of the modern social 
structure, concerning the relations between corporate power, state power and 
civil society. These problems are studied using examples from the field of use of 
natural resources in Russia. This field exhibits the clearest example of the mix 
of various rules. First of all, in the field of use of natural resources, the global 
standards, which regulate the ecological and social aspects of the companies’ 
business, are widely accepted. Secondly, in Russia, just as in most raw material 
supplying states, the role of the state is traditionally strong in the distribution of 
the natural resources. Lastly, for Russia, it is very characteristic to have a large 
number of informal rules which determine the practical implementation of global 
standards and state laws.
The main objective of the research: to consider strategies of companies and other 
non-state actors in the interpretation and implementation of different rules in 
the situation of regulatory pluralism in Russian natural resources management. 
Research tasks:
1. Which factors influence the increase/decrease of the role of the non-governmental stake
holders in the execution of legal power in the world and in Russia?
2. What kind of strategies do companies use to coordinate various rules and regulations in 
Russian natural resources management?
3. What kind of mechanisms of interaction, between the global and local stakeholders, are 
there for the promotion and legalization of certain rules in Russia?
4. What is the difference of the role of non-state actors in the regulation in different sectors 
in Russian natural resources management?
To discuss these questions, I will make use of a number of books and studies: 
research in the field of regulation and development of non-state systems of regu-
lation, as well as legal and social research. A first important segment of studies 
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is dedicated to the non-state regulatory systems. Within the framework of this 
approach, the resources and strategies of corporations and NGOs, which promote 
new regulatory tools, are taken into consideration (Bostrom 2003; Conroy 2001; 
Cashor 2002; Haufler 2003; Meidinger 2008; O’Rourke 2003; Vogel 2008). Most of 
these studies concentrate on globally occurring processes: formation of design of 
the new systems, participation of NGOs and corporations in this process (Conroy 
2007; Cummins 2004; Gale, Haward 2004; Levi, April 2003). A number of studies 
analyse the relationship between the transnational space and local communities 
and show how global standards are introduced in certain countries and situations 
(Tysiachniouk 2006; Bostrom 2003; Cashore et al. 2006; Oosterveer 2006).
The development of non-state regulatory systems influences a variety of social 
areas; therefore, the existing studies pay attention to the various consequences of 
their spread in the world. Accordingly, B. Cashore, F. Gayle and d. Newsom treat 
non-state regulatory systems primarily as a political tool, which helps delegate 
part of authority to civil society, hence creating a new politically influential force 
(Cashore et al., 2006) Another group of researchers focused their attention on the 
legalization of non-state regulation within the jurisdiction of certain countries 
and its legal status as compared to national legislation (Bostrom 2003; Meidinger 
2007). These researchers are interested in discovering how the national govern-
ments recognize non-state regulations, which factors support or obstruct such 
recognition and how it influences the state’s regulatory system. A number of 
researchers primarily correlate the effects of the new systems not with the state’s 
regulatory mechanism, but with market processes, and consider them as changes 
in the rules of the game in the global markets, causing the transformation of 
corporations’ relations with their competitors and partners (Arts 2002; Bartley 
2007; Ponte 2008). As a whole, these studies will enable me to identify the factors 
which support or obstruct the development of non-state regulation in Russia and 
its interaction with the state’s regulatory system.
Another important approach for this study is Law and Society (Cohn 2001; 
Edelman, Uggen, Erlander 1999; Friedman 2005; Suchman, Edelman 1996). This 
approach focuses on state law, but it is different from the traditional legal ap-
proach. The traditional legal analysis mainly considers the law’s content and does 
not take into consideration the practical deviations from this text. But fulfilling a 
single law can be accomplished differently under different situations (Black 1972). 
According to this approach, the law’s content is not as important as is its enforce-
ment. For the given unit of studies, law is not a theoretical but rather an empirical 
matter. This study focuses on the real social forces and processes which form the 
laws. They show the consequences of acceptance of rules into practice, as well as 
the influence of social changes on the law.
A number of these studies analyse the concept of the constitutional state, 
according to which the main feature of the rule of law is the state functionaries’ 
adherence to laws, while creating and applying legal norms. At the same time, 
when instructions and ordinances supersede the law, we come across the situation 
of fuzzy legality. M. Cohn uses this term to identify the practices, when the law does 
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not provide for the fulfilment of actual instructions, as well as when we use selec-
tive enforcement and informal agreements (Cohn 2001). These studies show us that 
the objects and subjects of regulation are equally interested in the ambiguity of le-
gal mechanisms, because this strengthens their power and control over situations. 
The interests and priorities of those who directly implement the given rules lead 
to unforeseen consequences of practical enforcement (Edelman and others 1999).
Another part of the studies, which is related to the field in question, concerns 
the study of law enforcement in Russia. These studies highlight the role of infor-
mal rules and their influence on the state’s legislation (Humphrey 2002; Ledeneva 
1998; Solomon 2007; Volkov 2004; Volkov 2008). The informal rules include client-
centered structures; systems of patronage and clans. Their implementation can 
be to influence the formal decisions and their enforcement, so that they would 
reflect the interests of those in power. Sometimes the informal institutions sup-
plement the formal institutions and assist them in their effective functioning, and 
sometimes they compete with and even replace them (Ledeneva 2001). So, the 
researchers analyse the sources of the development of informal rules in Russia, 
relating them to the strict planned economy, under which it was impossible to 
fulfil all the formal requirements, as well as identifying the peak of the develop-
ment of informal rules in Russia in the 1990s.
Therefore, based on the approach of Law and Society, I focus on how society 
interprets and enforces the laws rather than on their formal shapes. According 
to this approach, regulations and laws are not only created by the state, which 
legislates, but also by society, which in certain ways accepts, interprets and en-
forces these laws, as well as making its own rules. Companies, NGOs, and local 
communities are considered here as partners, along with the state, in the creation 
of the legal system for society (Edelman 1990; Friedman 2005). 
The unique aspect of the current study is that I do not consider separate regu-
latory systems and regulators, but analyse the ways they interact, coordinate and 
function in reality. Therefore, the main focus of the study is towards the compa-
nies, which should react to the influence of various regulators, and all too often 
fulfil their contradictory requirements. In this study I also observe the possibili-
ties of other non-state stakeholders, such as NGOs and local structures, to respond 
to the challenges of state regulation, as well as to offer their own strategies and 
solutions for the social and political problems facing them. This study also analy-
ses how the companies and other groups of stakeholders, during the process of 
development and implementation of their strategies, form general understandings 
about the regulatory institutions and about the law. These ideas are embodied 
into certain social practices, which constitute the regulatory phenomenon.
According to the most accepted point of view, regulation is the sustained and 
focused attempt to alter the behavior of others or behavior among  the regulators 
themselves, according to defined standards or purposes, with the intention of pro-
ducing a broadly identified outcome or outcomes, which may involve mechanisms 
of standard-setting, information-gathering and behavior-modification (Scott 2012). 
Economic and social regulations are highlighted. Economic regulation is used in 
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regards to the functioning of monopolies, market competition, price determina-
tion and product quality. Social regulation comes into action in the matters of re-
ducing environmental impact, prevention of workplace accidents, reduction of the 
negative consequences of economic crisis affecting the public and the achievement 
of just working conditions (Hertog 1999). This study reviews regulation and regu-
latory compliance. Regulatory compliance is the interaction between the formal 
structures and agents, who have certain motivations, ideas and who implement 
certain strategies. This interaction takes place using deep-rooted social standards 
and practices. The way the companies react to the demands of the regulators is 
called organizational compliance (Gray and Silbey 2011; Parker, Nielsen 2011).
A problem of regulatory compliance has always been in the focus of state 
authorities. In different countries, governments have tried to elaborate different 
mechanisms to enforce compliance with legislation. A famous example of this is 
the Table of Eleven, suggested by the dutch Ministry of Justice. It is a list of eleven 
factors which are important to compliance with rules. These factors include: the 
familiarity with and clarity of legislation; costs and benefits of compliance and 
violation; the extent to which the government’s authority is respected by its citi-
zens and others (Table of Eleven 2004). This Table provides criteria with which we 
can access opportunity to implement new laws. Also, it helps to evaluate existing 
legislation and its enforcement. But it focuses only on state law and does not allow 
estimating compliance with global standards and other rules.
My study focuses on the companies’ participation in the achievement of regu-
latory compliance in the situation of regulatory pluralism. To understand how the 
companies interpret, coordinate and implement the demands of various regula-
tors, I have identified the internal organizational features of the companies (mo-
tives, resources, strategies) and external factors (the type of regulation, strategies 
of enforcement, level of involvement of the third parties). The next step was to 
analyse how compliance is socially constructed and which groups of stakehold-
ers take part in it. 
Scope of the study: This is an empirical study, conducted using qualitative meth-
ods, which demonstrate the relation between the challenges of plurality of regula-
tion and the responses of firms to regulation. The main focus of the study is on 
the rules regarding the ecological and social aspects of industrial activity in the 
natural resources arena in Russia. Most of the global standards, promoted and 
pushed by international organizations, are dedicated to this. This also falls into 
the sphere of interests of local communities and social organizations. Control 
over the ecological and social consequences of firms’ business activities is also 
one of the main functions of state authorities. 
As two of the key cases, I will take into consideration the forest industry 
and the oil & gas industry. These two sectors of the economy represent different 
models of participation in governance by non-state stakeholders. In each model, 
the distribution of power between actors is different, with different levels of reg-
ulatory capacity of the actors involved, different opportunities for stakeholder 
engagement, and a different distribution of resources among actors (Jackson, 
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Gkantinis 2007). In both the forest and the oil & gas industries, the main role 
in governance belongs to the state. Forest governance is significantly shaped 
by the Forest Stewardship Council (FSC) certification scheme. The FSC is an in-
ternational NGO-driven certification scheme, which develops global voluntary 
standards to be adjusted to local environments worldwide. Furthermore, the FSC 
has global rules implemented locally and strong civil society influence in both 
standard setting and implementation. In a private actor driven model like the 
FSC, market incentives are primary (Kortelainen, Kotilainen 2006; Kortelainen, 
Nysten-Haarala 2008). In petroleum extraction there is little international soft law 
regulation, and the non-state involvement in governance in Russia is limited to 
protests against unsustainable resource extraction and lobbying for stronger en-
vironmental standards, while the role of the state as a regulatory agent is strong. 
International standards like the International Standards Organization 14000 (ISO 
14000) and the Global Reporting Initiative (GRI) are the most commonly imple-
mented standards in the Russian oil & gas industry as well as in the rest of the 
world (Boasson and others 2006; Schwartz and others 2013; Williams 2004). 
The GRI is the methodology of disclosure of information, which enables the 
companies to inform about the economic, ecological and social aspects of their 
activities. As for the ISO 14000, it is a system of ecological management, which as-
sumes the companies will get green certificates. But both these systems give general 
recommendations and do not control specific activities of the companies. Civil 
society actors’ involvement in decision-making is limited, and the relationships be-
tween the government and corporations and between companies and communities 
are paternalistic (Stammler, Wilson 2006). There is little effort among the non-state 
authorities to create a global system of governance of petroleum extraction. A com-
parison between these two sectors will help me identify the range of roles which 
the non-state stakeholders play in the regulatory processes in various industries.
Structure of the study: The study is structured as follows: first of all, I will de-
scribe the main features and problems of regulation in the era of globalization. 
Then, I will give the overview of the regulation theory and illustrate it using 
examples from the field of use of natural resources, which reflect all of the ex-
isting contradictions of present day regulation. After that, I will address legal 
pluralism and institutional approaches, which can be used to analyze the stated 
research topics as well. Further, I will describe the methodology of research and 
the specifics of the studied cases. In the second part of the study, I will describe 
the main conclusions, which would be made on the basis of the available empiri-
cal material. The collected data allows me to analyze the specifics of interaction 
of the state’s law with the informal social standards, the terms and conditions of 
the introduction of international standards, and the problems of their coordina-
tion with the Russian legislation, and the specifics of acceptance of international 
standards by the local communities. The study is mainly focused on the compa-
nies’ strategies, which must function across all regulatory measures and fulfill the 
role of a mediator between them and practice. In conclusion, I will summarize the 
main findings of the changing role of the companies in the regulatory processes. 
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2 Implementation of the 
rules through the prism 
of regulation theory, legal 
pluralism and institutional 
theory
2.1 DEVELOPMENT OF REGULATiON THEORY
The variety of models and forms of regulation has given rise to a variety of theo-
ries which describe this versatility. The focus of the current studies into the sub-
ject of regulation is on how to build efficient systems of governance and what are 
the alternatives to traditional state regulation.
The economic regulatory theories of the 20th century, which were based on the 
model of the welfare state, were concentrated on the acute division between the 
markets and regulation (Kerwin, Scott 2011). According to the said theories, the 
state’s main function was characterized as the protection of property rights and 
provision of conditions for the fulfilment of contracts, since this constituted the 
base for functioning of the market economy (Baldwin, Cave 1999). By the mid 20th 
century, regulation was considered as the natural governmental response to the 
growth of industrial capitalism and the means of prevention of market crashes. 
Since the 70’s, the idea of limiting governmental interference in economics started 
to swiftly develop around the world and the concept of the regulatory state began 
forming (Haythornthwaite 2007). Initially, the focus was on the reduction of state 
regulation and the decrease in the associated costs for the market and the regu-
lated entities (less regulation). A new approach to this problem was developed 
in the 90’s, and was tagged as better regulation (Weatherill 2007). The main idea 
behind this concept was the reduction of costs and an increase in the efficiency 
of state influence, as well as maintaining the balance between the regulation of 
a market and its free development. Legal intervention in this case is considered 
only as a means of prevention of market crashes. This approach is comprised of 
the five basic principles of good regulation: transparency, proportionality, target-
ing, subsequence and responsibility. The main tool of qualitative improvement in 
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state regulation is the regulatory impact assessment (RIA) (Weatherill 2007). This 
helps evaluate the expected or existing consequences of any laws or initiatives, 
on the market processes and the associated standard of life and environmental 
issues (Baldwin 2007). It is considered that a RIA helps increase the level of trust 
towards the applied laws, reduces the risk of corruption and helps economize 
budgetary funds. At the same time, a number of researchers think that a RIA 
supports the dependence on traditional state regulation methods, which are not 
efficient in the age of globalization (Haythornthwaite 2007). 
Therefore, the concept of better regulation was replaced by the concept of smart 
regulation. It is aimed at finding the optimum combination of state and non-state 
methods of regulation and development of a more flexible system of indicators 
of efficiency of state regulation (Haythornthwaite 2007). Unlike better regulation, 
which was oriented around traditional team regulation methods, smart regula-
tion is aimed at coordinating various regulatory systems and the measurement 
of cumulative regulatory effects. Its main principles are: fusion of various poli-
cies, tools and institutions; less concentration on interventional measures; and 
the extension of authority to the partners, who act as surrogate regulators. At 
the same time, the researchers note that the cost of fusing or combining various 
institutions and techniques is higher. Except for that, easier regulatory techniques 
are less predictable and computable (Haythornthwaite 2007). 
Despite the intensive development of new tools of state regulation, the problem 
of inefficiency of state controls could not be resolved. The idea of a shift from a 
regulatory state to a regulatory society came into being (Scott 2004; Teubner, 1997).
The researchers ceased considering the state as the main regulator and paid 
more attention to non-state stakeholders, who attained more regulatory capaci-
ties in the age of globalization (Vogel 2005). The post regulatory state can be 
characterised as the approach from the opposite side of state and market regula-
tion and the elimination of the divide between the public and the private actors 
(Baldwin, Cave and Lodge 2012). A process of decentralization of governance is 
taking place. Regulatory functions have ceased being the exclusive prerogative 
of the state and possibilities for the non-state stakeholders (for example, multi-
national corporations, trade associations, social funds and NGOs) to take part in 
the regulatory process have increased (Bartley 20073; Hutter 2006). due to this, 
many different approaches have appeared which offer alternatives to traditional 
state regulation, and are directed towards the study of the regulatory capacities 
of the non-state stakeholders.
One such approach is the concept of self-regulation. Self-regulation is a type 
of soft enforcement through market stimuli and is compared to corporate social 
responsibility (CSR), corporate citizenship and business ethics (Borck, Coglianese 
2011). Its main concept is that social and economic spaces have their own regulato-
ry mechanisms. Typical fields for the development of self-regulation are ecology, 
labour rights and social responsibility towards local communities. They assume 
the development of voluntary standards and codes of conduct by the compa-
nies themselves. Quite often, companies cooperate with each other to develop 
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standards which would define their conduct (O’Rourke 2005). But unlike state 
regulation, this kind of regulation is based on voluntary standards of conduct. 
As per a number of researchers, one of the main functions of meta-regulation had 
become the corporate aspiration to avoid or adjust the specifics of national and 
international regulation. This in fact helped to reduce pressure from the regula-
tors and the costs of regulation, because for the company, just as for any rational 
stakeholder, it least costly to punish themselves (Borck, Coglianese 2011). 
Increase in self-regulation is the new source of global governance, in which 
the process of decision making takes place with or without the participation of 
the state. Some of the researchers think that traditional self-regulation is a return 
to the Europe of the Middle Ages, because a shift to beyond-territorial forms 
of regulation, with the participation of non-state stakeholders, is taking place 
(Kobrin 1998; Tilly 2001). At the same time, self-regulation will not achieve the 
legitimacy and power of enforcement of a governmental law (Parker, Nielsen 
2011). Therefore, it is thought that such soft forms of regulation do not replace 
state laws, but act as a supplement to them. 
Within the framework of a post-regulatory state, we also have theories such 
as responsive regulation (Braithwaite 2006). Responsive regulation is considered as 
a democratic ideal, incorporating notions of deliberative democracy and restora-
tive justice. It is comprised of a few important things. First of all, it means the 
delegation of traditional functions of governance to other social groups, such as 
businesses, NGOs, expert organizations, and professional communities (Evans, 
Kay 2008). NGOs find new capacities and competitive policy drives professions 
to innovate into new markets in regulatory evasion as well as new markets in the 
private regulation of evasion (Vogel 2005). Companies have also started to ac-
tively participate in the development of various principles and standards, which 
would regulate their conduct on the global scale. Secondly, it means avoidance of 
excessive regulation (Braithwaite 2006). Authorities must swiftly react to the con-
duct of various groups of stakeholders, and should be able to assess stakeholder’s 
ability to self-regulate, as well as evaluate the related benefits and costs. One of 
the main ideas behind responsive regulation is the ability to maintain a balance 
between different regulators. Thirdly, this means the growth of potential network 
governance, i.e., the development of networks, which would include different 
groups of stakeholders, who could enhance their regulatory potential due to their 
network participation. Contrary to the concept of better regulation, which aims 
at the enhancement of clarity in the demarcation of authority between various 
regulatory agencies, responsive regulation is aimed at the networked structure 
of governance. This idea assumes the building of complex chains of partner-
ships, alliances and the delegation of power and resources. A part of regulatory 
capacities can shift over the network from the strong stakeholders to the weak 
stakeholders. The latter can gain more resources and opportunities by entering 
into the network (Braithwaite 2006). 
The responsive regulation model can only be implemented in communities 
with strong civil society, strong state institutions and strong markets, when the 
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strength of each segment strengthens the other institutions. This happens be-
cause of the mutual influence of various institutions over each other. Another way 
of stating this is that power should check power, not only in government but in 
society as a whole (Braithwaite 2006). At the same time, regulatory capacities are 
limited in developing countries. Weaker states lack the organizational capacity to 
be responsive. The weak institutions of developing countries cannot control each 
other and compensate for market or state crashes. Civil society in these countries 
has fewer opportunities for mobilization, less regulatory capability and fewer 
resources. Therefore, developing countries may have the same institutions, but 
with different reinforcement ability. For example, the institutions meant for inter-
sectoral cooperation do not function on the basis of democratic values, but on the 
basis of patron-client relationships (Hendley 1999; Levin, Satarov 2000, Santos 
1987; Solomon 2007). This also causes difficulties in control of the observation of 
standards. In developing countries, in some cases, NGOs play a more vital role in 
the protection of human rights or the resolution of ecological problems than do 
the national governments, due to their connections with the global networks of 
transnational NGOs. We can assume that in these countries, on a national level, 
the NGOs can establish networking with governmental bodies to strengthen re-
sponsive regulations (Haufler 2006).
The development of network regulation suggests the involvement of a larger 
number of stakeholders in the regulatory processes. The dispersion of regulatory 
authority among various stakeholders happens because of this sharing (Power 
2003). Therefore, the question of distribution of regulatory authority among vari-
ous levels, from global and national to regional and local, arises. A number of 
researchers presume that the answer to this challenge could be multi-level regu-
lation. It can be considered at several levels. This can be a solution to a specific 
situation or a platform for discussion and decision making. Similarly, multi-level 
regulation can be seen as a possible outcome of the decentralization of decision 
making and delegation of regulatory authority (Scott 2012). But in any case, this 
suggests the fragmentation of regulatory authority, due to the decentralization of 
the process of establishment and execution of rules.
The variety of forms of regulation leads to a competition between them (Power 
2003). Usually, this competition is hidden, but sometimes it surfaces in the shape 
of conflict between differing systems. In writing about the layering of different 
rules and regulators, researchers usually address the concept of institutional and 
regulatory competition. It suggests that the development of a regulatory system 
passes through the process of some competitiveness with other regulatory orders. 
Researchers working with this concept examine the correlation between the insti-
tutional design of the system and its efficiency as well as the interactions between 
the agents representing different regulatory systems (Levi 1998; Michaels 2009). 
However, regulatory competition is understood not only as a competition of cer-
tain rules or laws, but also as a process of establishing the regulatory environment 
in general. Attention is paid to not just a compatibility of the formal rules, but also 
to the practices of their implementation, i.e., the change of a law or a standard does 
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not necessarily lead to the improvement of the efficiency of a specific controlling 
system. It is the whole policy system (rules, enforcement, and institutional per-
formance) that matters. Most studies done in line with this concept were based on 
the idea that the competition between various rules and regulatory systems con-
tributes to more effective management and to maintaining the balance of power 
between the various actors (Heine and Kerber 2002; Kerber 2006).
Usually they point to two levels of impact of different systems of regulation: 
global, involving competition between different national regulations, or that be-
tween national and international regulatory systems. An example can be a case 
where the government of a country unilaterally lowers regulatory standards to 
attract qualified professionals or investors.
A second example would be at a national level, involving consideration of the 
issue of the competitive policy system at the domestic level (actors, resources, 
rules, systems of interaction, and policy problems).
The effects of different regulatory systems on the same subject lead to the mix-
ing and hybridization of these rules in practice. As a result, processes of competi-
tion between regulatory agents evolve into regulatory cooperation.
Altogether, an increase in the number of stakeholders who participate in the 
creation and promotion of various rules and regulatory mechanisms gives birth 
to the paradox of plenty (Parker, Nielsen 2011). It means that a variety of different 
rules and standards emerged and flourished at different levels.  Researchers say 
that we live in a regulatory age, when regulations cover all areas. This gives rise 
to the question, does this improve the quality of regulation? 
Supposedly, governmental authorities should coordinate this multitude of 
rules, but as demonstrated by a number of studies, they often cannot handle this 
function properly (Rose 2000; Rosenau 2003). Therefore, the next important ques-
tion is: to what extent do the state’s laws remain important for regulation? And, 
if the state has lost part of its regulatory authority, then how do various rules 
practically coordinate? A number of researchers indicate that a part of coordinat-
ing authority over regulatory procedures has shifted to the companies, which are 
forced to coordinate various rules in the course of their operations. This study 
shows how the changes in the regulatory framework affect the conduct of compa-
nies, which tend to adapt to the new situations. These theoretical provisions are 
illustrated using the example of regulatory processes in the field of use of natural 
resources on global and local levels. 
2.2 NGO’S REGULATiON OF NATURAL RESOURCES iN 
THE GLOBAL WORLD 
The field in which global non-state standards of governance started to develop 
was the use of natural resources. This was due to global environmental problems. 
In 1992, the UN Conference on the Environment and Sustainable development 
was held in Rio de Janeiro. The skeletal theme of this meeting was the following: 
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that the development of global economic systems must conform to the ecological 
capacity of our planet. The participants of the conference adopted a final docu-
ment, which became known as Agenda 21, in which the principal solution for 
the situation at hand was declared to be the promotion of the concept of sustain-
able development, which proclaims a balance between economic, ecological and 
social aspects in the conduct of industrial activity. However, the dominance of 
neoliberal ideas contributed to the fact that attempts, made by governments of 
different countries, to establish social and ecological limitations were perceived 
as hindrances in the development of free trade. At the same time, the actions of 
the WTO, the World Bank and the Global Economic Forum were aimed at regu-
lating the rules of exchange, but not towards the improvement of ecological and 
social conditions of industrial production. The NGOs, which strived to influ-
ence inter-governmental negotiations through participation in the development 
of concepts, were disillusioned about the possibility of including non-economic 
regulators into the market structure using the process of political coordination. 
The overall neoliberal context forced the NGOs to change their direction and 
focus their attention on the use of market mechanisms of influence (Coglianese 
2000; Kahler, Lake 2003). 
The new direction of action of the NGOs was oriented towards weakening or 
strengthening the market brand of target companies and was comprised of two 
basic components: 1) conduct of market campaigns against “detrimental corpora-
tions” and 2) the promotion of “socially responsible” manufacturers (Arts 2004; 
Bartley 2003; Fox and Brown 1996; Meidinger 2008). It is well known that com-
panies invest in their brands, which carry cognitive and emotional value for the 
buyers and through which their price is determined in the public arena (market). 
The NGOs decided to use market campaigns, aimed at devaluing the corporate 
brands, to make them give up the practices most harmful for society and the en-
vironment (Carmin, Balser 2002; Evans, Kay 2008; Mol, Spaargeren 2004). 
Market campaigns are steps, like consumer boycotts, organized by NGOs 
against companies, which conduct their business in breach of ecological and so-
cial standards. For such campaigns, one of the largest companies in a given in-
dustry would be selected. A consumer boycott against such a violator company 
would be organized, i.e., negative information regarding its business practices 
would be collected and then made public through information networks, call-
ing upon  consumers to boycott its products. Generally, such calls were aimed 
at social organizations and consumers from industrially developed countries 
(Conroy 2001; O’Rourke 2005; O’Rourke 2003). At the same time, they would or-
ganize direct action campaigns, in which activists carrying accusatory placards 
against a particular company would protest near large supermarkets, appealing 
to consumers to not buy that company’s products. This way, it was not only the 
manufacturer who incurred losses, but also the distributor or retailer who sold 
these goods (Tysiachniouk 2010). Such protests led to substantial damage to the 
company’s established brand, loss of reputation and resulted in serious financial 
difficulties.
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The very first market campaigns were conducted in the end of the 1980s and 
the beginning of the 1990s, and were aimed at forcing industrialists to stop cut-
ting the virgin forests along the Amazon. By the end of the 1980s a group of NGOs 
(Friends of the Earth, the Rain Forest Action Network, and Green Peace) organ-
ized protests against such large European forestry corporations as Scott Paper 
and British Home, who were logging intact tropical forests. At the same time, by 
acting against the industry’s leaders, the NGOs provoked a change of strategy 
for other companies in the industry. This invoked a strategy in response from the 
industrialists, who started coming up with their own logos, which demonstrated 
their eco-friendly approach as per the requirements of the NGOs (O’ Rourke 2005; 
Oosterveer 2006).
The corporations were at the losing end of this conflict, because it cost them a 
lot more means and energies to salvage their brands than the NGOs expended in 
destroying them (O’Rourke 2005). The NGOs had a number of advantages, which 
they efficiently exploited. First of all, the development of information technolo-
gies helped in such a way that a relatively small group of activists, who could 
proficiently use information networks, could effectively stand against the corpo-
rations. Secondly, the existing lack of trust in the information emanating from 
the companies meant that the information originating from the NGOs had more 
credibility for consumers), which enhanced the NGOs’ capacity (Conroy 2001). 
Thirdly, the NGOs cleverly used inter-company competition to their advantage; 
therefore influencing one of the industry’s leaders caused changes throughout the 
whole industry (Cashor 2002; Levi and April 2003). Fourthly, the NGOs played 
on the growing concern among consumers about the social and ecological con-
sequences of the industrial activities of the companies. As shown in surveys, the 
majority of interviewed consumers from industrially developed countries reacted 
to negative information about the companies and seemed ready to abstain from 
using their goods. The main problem of the lack of consumer awareness was 
solved through market campaigns (O’Rourke 2005).
In this way, the market campaigns, which were focused on manipulating the 
brands, became an important step towards the transformation of the existing 
markets. They provoked a whole range of consequent actions by the companies, 
which were aimed at reducing risks related to the loss of reputation and brand 
damage. These actions were comprised of the creation of corporate codes and 
systems of internal control, and the signing of partnerships with NGOs. A whole 
new range of logos, which were used by the companies to tag their goods, show-
ing that their products were considerate of social and ecological values1, appeared 
in the marketplace (Carroll 1999). However, the systems offered by the companies 
lacked consumer trust, because they were more of a cosmetic feature and did not 
offer any real changes. 
1 The examples can be such social and ecological abbreviations as: WOM – made by women, for 
feminist buyers; CF (Cruelty Free) – made without harm to animals; SRB (Socially Responsible 
Business) – Product of a Socially Responsible Business. See www.fanbag.org
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For example, many of the codes of ethics, compiled by the corporate man-
agement, were not even translated into the languages of the countries where 
they operated branches or sub-divisions. Apart from that, even when staging 
well-organized market campaigns in transnational space, it was hard to assess 
consequences in particular communities. For example, the closure of branches left 
locals unemployed. Therefore, the NGOs started experimenting with alternatives 
and started promoting their own brands in the shape of systems of certification, 
which would allow the consumer to differentiate among the companies in the 
market as per their level of social responsibility. At the same time, the developers 
of such systems of certification emphasized the voluntary character of certifica-
tion, to avoid allegations of violating the WTO’s principles of free trade (Cashore, 
Gale, Meidinger 2008; Harrison 1999).
Certification is a process through which an independent party guarantees that 
the product was made in accordance with certain requirements. This approach 
assumes changing the rules of running a business, directed towards the better-
ment of social and ecological terms and conditions of manufacturing. The inter-
national system of forestry certification, the FSC (Forest Stewardship Council), 
was established in 1993. The creation of this system became an alternative to 
consumer boycotts against corporations which were logging old growth tropical 
forests. Governments in many countries supported the given strategy, lending 
financial and organizational help. Certification became an additional channel 
of influence for the governments in regards to transnational corporations. The 
forestry certification is based on market influence mechanisms and offers an op-
portunity for the NGOs and local communities to participate in the management. 
This system assumes the introduction of a set of economic, ecological and social 
measures, which in return offer market advantages. The economic criteria deal 
with the effective and calculated long term use of forest resources. The ecologi-
cal criteria require the logging companies to reduce actions which damage the 
environment. The social criteria protect the rights of local communities regarding 
the use of forest resources and assume conformity to labour rights. 
Consequently, with the active participation of businesses and national govern-
ments, other systems of forest certification came into being: the PEFC (Program 
for Endorsement of Forest Certification), which incorporated national systems of 
forest certification, such as SFI (USA); CSA (Canada), and Certflor (Brazil). The 
processes of creation of standardized systems of quality control made their way 
into other industries, also. The MSC (Marine Stewardship Council) was estab-
lished in 1997 and a system of Marine certification was developed. This system 
of certification was rivalled by another system, developed by the NGOs, called 
Friends of the Ocean (Cummins 2004). These systems of certification focused on 
the ecological consequences of the companies’ business. A number of systems of 
certification, which were focused on the betterment of the social aspects of indus-
trial activity (labour conditions, length of working hours, wages, etc.) also came 
into being. In 1997, on the basis of the International Standardization Organization, 
which had earlier developed International Quality Standards ISO-9000 and eco-
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logical management – 14001, SAI (Social Accountability International) was estab-
lished. This organization developed the model working condition standard SA 
8000 (O’Rourke, 2005). In 1998, the Fair Trade Labelling Organizations (FLO) was 
established, which developed a system of certification for the coffee trade (Chang, 
Wong 2005; Levi; April: 2003).
Simultaneously, the NGOs executed plans to construct the necessary value-
based approach for the end-consumers, forming, in the process, the necessary 
base for creating demand for certified products. For that purpose, informative 
mass-media campaigns, various seminars and promotions were conducted. But 
such an effort was targeted towards the consumers from industrially developed 
countries, who have a certain level of wealth and could pay higher prices for 
certified goods.
The companies, being scared of consumer boycotts, opted for certifying their 
products. But at the same time, they started using the given certificates to their 
benefit, as an additional advantage to give their products a competitive edge over 
other similar products.  The certificates became a compulsory condition for the 
sale of products in the Western markets and a way into the global supply chain. 
Apart from that, it also helped build a closer relationship with global consumers 
(Fox, Brown 1996). 
The development of global ecological and social standards went ahead in all 
industries, but at various rates of success. The leader in these processes is the for-
est sector. At the same time, the development of similar standards for the oil & gas 
industry proceeded with difficulty (Levant 2011). Since oil is a strategic resource, 
governments in different countries had a hard time agreeing to common require-
ments towards the oil companies. In this case, the NGOs were unable to use many 
of their market pressure tools. Oil is a rarer resource than wood, therefore, in this 
case, the manipulation of green brands of the companies and consumer preferences 
were more effective. Except for that, it is quite difficult to differentiate reservoirs 
filled with oil extracted in accordance with global standards from otherwise ex-
tracted oil. The positioning of the oil companies in the market also depended on 
access to information about them. This enabled the NGOs to use regulation by 
information in regard to the oil & gas companies. The oil & gas companies started 
taking part in global initiatives and projects, as well as developing their own 
ethics codes and standards (Watts 2005). Although it has not yet been possible to 
establish a single set of global standards for the oil & gas industry, the following 
international initiatives are widely used in this sector; the global ethics code, 
Global Compact, the system of accounting, Global Reporting Initiative (GRI) and 
the Global Extraction Initiative (GEI), ecological management standard ISO 14000, 
etc. (Boasson, Wettestad, Bohn 2006). These international initiatives are also used 
in other industries. These create an opportunity for a cross-sectoral discussion, 
but do not act as compulsory influences for the industry. 
As a result of NGO instigated activities and the business’s strategies in re-
sponse, the formation of sensitive world markets became possible, i.e., markets 
which are sensitive to the ecological and social conditions of manufacturing and 
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distribution of goods (Bartley 2007). The concept of green markets contains certain 
ideas about how the ideal market should look. These ideas grew out of a broader 
cultural and historic context of the development of society, caused by the increas-
ing attention paid to the ecological and social problems of developing countries, 
on one hand, and the widespread ideas of free trade and globalization of eco-
nomic processes on the other hand. The new ideology offered a new frame of 
interaction in the market, which was used to evaluate and interpret the conduct 
of economic agents. In accordance, to be a participant in the new type of market, 
it is not sufficient to simply engage in a certain industry, but you need to have 
the status of a socially and ecologically responsible entrepreneur (Ponte 2008). 
The main mechanism of the institutionalization of this concept was the develop-
ment of certification systems. The appearance of these systems was the collec-
tive result of experimentation with different strategies by various agents: with 
inter-governmental agreements, market boycotts, logos, intra-corporate checks 
and balances and codes of conduct, internal and external monitoring, and inter-
sectoral partnerships. 
The key elements of the structure of the market, which are necessary for 
the functioning of the market, were developed on the basis of the new concepts 
(Bartley 2007). First of all, the concept of sensitivity became the way of resolving 
issues of competition. The increased competition in the market required the dem-
onstration of supplementary features of the product to increase its commercial 
value, which would result in edging out the competition. If earlier the product’s 
competitive edge was comprised of quality and price, now supplementary fea-
tures included the ecological and social conditions in which it was produced, i.e., 
now you had to be not only the best or the cheapest, but also greener than your 
competition (Hughes 2004; Ponte 2008). Secondly, this helped the spread of the 
new mechanisms of control. So, certification of goods assumes the conduct of an 
audit by a third party, which is an additional method of control by civil society 
structures, and accordingly this gives the latter extra leverage. At the same time 
the companies started developing their own corporate standards to be able to 
control the entangled chains of supply and to standardize the requirements to-
wards their partners, who may work in different countries. This resulted in the 
increase of corporate self-regulatory mechanisms. Thirdly, on the basis of the new 
concept, more specific rules of exchange for each segment of the market started 
to be developed, i.e., a further expansion of terms of exchange within each in-
dustrial segment began. Fourthly, it led to the development of new co-operations 
and the conclusion of new conventions in the market. So, the earlier antagonists, 
the NGOs and the businesses, started forming partnerships (Hernes, Mikalsen 
1999; Meidinger 2008; Oosterveer 2006). The NGOs in the described processes 
turned into independent experts for the companies, enabling the improvement 
of the companies’ ratings in the market. The promotion of non-state regulatory 
systems also required strengthening the interaction between the NGOs and the 
state authorities. It was caused by the necessity to harmonize non-state standards 
with state laws.  Apart from that, the companies also started grouping into as-
28
sociations, using the labels of responsible manufacturers or buyers, which also 
strengthened their position in the market.
This way, at the end of 1990’s new global rules and mechanisms of control 
of manufacturing activity surfaced. The effectiveness of the new standards was 
influenced by the specifics of governance in particular countries: the level of 
coordination between the global standards and national laws, respect for formal 
rules and the capacity of the representatives of  civil society to take part in the 
decision making processes.
In Russia, the introduction of global rules was more difficult due to the weak 
state system of governance in the fields of use of natural resources and the high 
level of uncertainty in the legal environment. The current study shows the specif-
ics of the addition of global standards regarding the use of natural resources into 
the Russian regulatory framework and their interaction with the laws and infor-
mal local standards. Special attention is paid to the role of the state stakeholders 
in the process of coordination and application of various rules. To analyse these 
problems I also used legal and sociological theoretical approaches. The concept 
of legal pluralism helped to analyse the situation regarding the stratification of 
different rules and its consequences for various groups of stakeholders and the 
regulatory environment as a whole. The institutional theory (especially its cogni-
tive vector) helped identify how the construction of a general understanding of 
the processes of regulation by all the participants in a setup with a multitude of 
rules takes place. 
2.3 LEGAL PLURALiSM 
When considering the problems of stratification of various rules and regulatory 
procedures, the researchers use the legal pluralism concept. Legal pluralism is 
a situation where two or more legal systems or quasi-legal systems exist in the 
same social space (Griffiths 1986). The existing regulatory systems form part of 
the working environment for each other, which are to be reckoned with and to 
which we should react. 
Researchers highlight several main sources of regulatory pluralism: 1) state 
legal systems, 2) customs, 3) religion, and 4) market. All of these sources claim to 
have one or many of the following advantages: having binding authority; legiti-
macy; regulatory edge; the right to have precedence over matters within the scope 
of their application (Benda-Beckmann 1989; Benda-Beckmann 1997; Melissaris 
2009).
Legal pluralism can manifest itself in various areas. Within the boundaries 
of a single state, there can exist a large number of different laws which apply at 
very different levels: municipal, regional, federal, and international. Quite often, 
the same business falls under the regulation of several laws and by-laws simul-
taneously. Apart from state laws there are quasi-legal standards (informal rules, 
customs, traditions), which are used as guidelines. These can be comprised of 
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customs and traditions, established over the decades. Some of the quasi-legal 
standards can be the result of activities of non-state stakeholders. Segments of 
non-state institutions, such as enterprises, corporations and universities operate 
under formal codes, courts and tools of control. In some cases, they replace the 
structures and symbolic forms of state laws (Michaels 2005; Michaels 2009).
Within the framework of the approach of legal pluralism, there is a broad in-
terpretation of law. The legal system here is considered as a system of courts and 
judges, upheld by the state, as well as extra-legal forms of regulation. From this 
point of view, laws can be multi-layered and heterogeneous. Law is not restricted 
only by official state institutions. It is considered as various private collections of 
norms and regulations existing in a particular field or community. It is consid-
ered as the continuum of the specific state run forms of control stemming from 
informal forms of social control. In this case, a legal or quasi-legal system can be 
regular law or international standards (Cotterrell 2009; Cotterrell 2008). Therefore, 
the main stumbling block of the given theoretical approach is that in this case, 
law can be interpreted as all forms of social control.
At the same time within the framework of jurisprudence, there is a quite strict 
understanding of law as a phenomenon. For a lawyer, law seems like a monolithic 
set. It is identified as a state’s attribute. So, H. Hart describes law as the unification 
of primary (imposing) and secondary (authorizing, providing for the conserva-
tion and development of primary norms) rules. As soon as the examination of a 
matter between two entities transfers to a third party, it shifts from the realm of 
morals into the legal realm (Hart 1961). According to this approach, law cannot 
exist in a place where there is not an institutionalized system of control for its 
execution. This means that law cannot just “exist” in any society. Another known 
judicial theorist, d. Black, offers a broader understanding of law. He considers it as 
a social control, executed in the context of state governance. In other words, these 
are the normative relations between the state and its citizens, such as legislation, 
litigation and the settlement of disputes (Black 1972; Black 1980).
To retain the analytical power of the word “law”, within the framework of 
the concept of legal pluralism, there are three main approaches which determine 
the specific features of law. G. Teubner proposes the use of universal discursive 
criteria, in accordance with which law is characterized by the use of a binary 
code legal vs. illegal. At the same time, he underlines that law is not created by any 
particular state, but it develops by itself and has its own autonomy (Teubner 1997). 
P. Berman indicates the necessity of considering law from the point of view of 
different groups of stakeholders. In other words, law is something that is accepted 
as law by the participants of the given social arena (Berman 2009). Proponents of 
the third approach consider law as the legal system, which represents or distorts 
reality through various scales, forms of projection and symbols. This is a cultural 
code for the interpretation of deeds (Santos 1987). At the same time, the same legal 
institutions and state laws can have different meanings for different people. The 
supporters of this approach point to the practical consequences of the administra-
tion of law. The communities can decide for themselves what to consider as law. 
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To define the boundaries of law more accurately, J. Griffiths proposed the 
use of the concept of a semi-autonomous social arena, one which is capable of 
generating rules. Every society has many such arenas, which mean that there 
can be many different legal regimens, including the family, the corporation, 
the university, etc. The law can be observed in any of our daily activities. It is 
everywhere, in any society, in all social relations. Griffiths differentiated be-
tween the empirical and judicial understanding of legal pluralism. In the first 
instance, we are talking about the co-existence of several legal systems within 
a social group. In the second case, this term is interpreted in a more restricted 
manner and means a dual legal system, which was created in colonies under 
the influence of the European countries. The legal system is pluralistic in the 
judicial sense, when the sovereign creates different forms of laws for different 
social groups, which differ as per ethnicity, religion and or nationality (Griffiths 
1986). But in any case, these parallel legal systems depend on the same sover-
eign, which is the state. 
As a whole, the supporters of legal pluralism are oriented towards the empiri-
cal study of law. For them, law is not as much judicially bound formal rules, as it 
is in their real implementation. This is related to how people accept and execute 
the laws in their routine lives.
The main ideas behind the concept of legal pluralism are reflected by the stag-
es of its development. One of the seminal works of this approach was Ehrlich’s 
“Living Law”, published in 1913. E. Ehrlich studied the interaction of European 
laws and ordinary law. Since he was a professor at a university in Bukovina, he 
had an opportunity to observe a mosaic of norms, where Austrian law merely 
affected the local customs (Ehrlich 1936). In his point of view, all through history 
there never was time when the legislation, declared by the state as law, would 
be the only law. He divided law into state law, practitioner’s law and the law of 
social unions - the living law. The living law is the law which is not enshrined in 
the legal provisions. This is what is not pre-formulated, but which takes shape in 
the course of legal discussion. This can also be considered as a balance between 
the society’s legal systems (state, judicial and social order). The term living law 
did not as much reflect the importance of formalized rules as much as highlight 
the possibility of their practical implementation. This term emphasized that the 
law develops and changes permanently, i.e., it lives. According to Ehrlich, the 
norm becomes law, because society considers it as being fully binding. There is 
an independent, spontaneous social order, which acts independently of formal 
law. Therefore, the centre of development of law is not in the legislation, judicial 
practice, or jurisprudence, but in society itself. Consequently, the judicial author-
ity, which makes laws, is not vested in the state, but in normative facts, in social 
life itself. The line dividing social and legal is fluid (Ehrlich 1936; Cunningham 
2010). This shifts our focus from the problem of how law affects society to the 
question how society influences the law.
The classical stage of legal pluralism dates back to the 1960s – 1970s. It con-
sisted of anthropologists’ surveys into the colonial and post-colonial countries. 
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Anthropologists were interested in knowing how these communities maintained 
order, despite not having state laws. The scientists surveyed different forms of 
social control, or customs, which existed in those communities. Apart from that, 
they also studied the interaction of local laws with European laws. In many of 
the colonies, local laws coexisted with the European laws which affected colonial 
life and local customs. At the same time, the European laws in the colonies often 
took bizarre forms under the influence of local traditions (Fitzpatrick 1983; Merry 
1988). 
A new stage of this approach started in the 1980s, and was due to using this 
concept not only for the colonies, but also in European countries. The research-
ers admitted that state law in European countries is also pluralistic in nature, 
because it also grew out of different forms of social life (Merry 1988; Tamanaha 
1980; Tamanaha 1993). They started paying more attention to the historical emer-
gence of law and began establishing connections between different legal and 
normative procedures. For example, they started more thoroughly studying the 
relation between law and customs, as well as the parameters of similarity or 
differences between them. The main questions comprised the following; which 
other forms of regulation, formally beyond the limits of state law, constitute 
it? What are the limits which confine the possibilities of state law to transform 
social life? Answering these questions, P. Fitzpatrick developed the concept of 
integral plurality. Fitzpatrick also proved that the law should not be perceived 
as the dominant factor, but should be treated as a part of the social fabric. State 
laws comprise various forms of social life, which, on one hand, support the 
existence of law, but, on the other hand, oppose it. Fitzpatrick showed the com-
petition between the law and other forms of normative procedures, as well as 
their interdependence. The mutual relationship of state laws and other social 
forms leads to the point where the elements of law also become the elements of 
other social forms (Fitzpatrick 1983; Tamanaha 2007). So, the customs penetrate 
into state law, changing its nature and becoming part of it. On the other hand, 
the law also transforms the elements of custom. This proves the point that the 
law is not a singular phenomenon, but is formed from multiple layers of social 
fabric. It highlights competing, contesting, and sometimes contradictory orders 
outside state law and their mutually constitutive relations to state law. Law is 
not a collection of rules, existing due to enforcement, but  a system of thought, 
through which certain forms of social relations seem to be natural (Merry 1988; 
Tamanaha 1993). This form of thought fits into institutions, which are used for 
enforcement. 
The next stage in the study of legal pluralism is connected with the globaliza-
tion processes. In the age of globalization, legal pluralism has increased, since 
certain powers or functions of the state have shifted to other political and legal ar-
eas. The researchers have begun talking about the globalization of law (Melissaris 
2009; Berman 2007). The processes of globalization have strengthened the migra-
tion of people across borders, and the development of global communication net-
works, global markets and international institutions. The center for the creation 
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of laws has shifted from the state towards the transnational stakeholders. The 
state’s legal institutions have retained their monopoly over the legitimate use of 
power, but many other effective forms of enforcement have emerged which are 
used by non-state stakeholders (Michaels 2005; Sassen 2008). International com-
mercial transactions started taking place more frequently in accordance with the 
collection of rules and institutions, which are not in the confines of the interna-
tional legal system or any individual state. Transnational systems or spaces have 
emerged, which lay claim to having their own legal procedures, which do not 
emanate from any state.
The most well known, non-state or private law is the collection of commercial 
laws Lex mercatoria. These are autonomous rules of international trade, formed 
during modern and contemporary times. They came into being spontaneously 
and are not related to national laws and sovereign state authorities. These rules 
have gained popularity in trade, since agreements are needed as guarantees from 
one side to another. These rules were most convenient and adapted to interna-
tional trade and could be amended as per the parties’ requirements. In some 
cases these rules developed independently of state institutions, making use of 
their own verbal and written norms, i.e., agreements. In other cases, state laws 
have influenced their formation. They are created by lawyers, who have taken 
examples from their own country’s legislation. For instance, U.S. law has influ-
enced the contractual practice of TNCs (Berger 2010; Ehrlich 1936; Pound 1939; 
Pound 2002). Currently, there are a number of collections of international princi-
ples of contractual law, such as the Principles of UNIdROIT, and the Principles of 
European Contractual Law (PECL), which could be treated as a modern Lex mer-
catoria. They are some of the successful examples of the development of non-state 
global laws. The internal rules and regulations of transnational corporations also 
represent a case of global legal order, created without the state’s participation. 
As a result of these processes, international law has become decentralized and 
cannot be considered as a single entity (Berman 2007; Snyder 1999). Globalization 
has also challenged the position of international legal institutions. The practices 
of various international tribunals have become overlapping and even sometimes 
contradictory to each other. Furthermore, citizens have started filing petitions in 
international courts to claim compensation from their own states. This leads to 
conflict between national and international legal systems (Rosenau 2003). That is 
why international companies have always favoured private arbitration whenever 
it has been available. It is one way to avoid the conflict of laws and create rules 
with contracts.
Lastly, another layer of global legal pluralism is related to global human mi-
gration. People have started moving from country to country, bringing with them 
their own ideas of law and how the legal system should function. A perfect ex-
ample would be the Muslim communities in European countries, which continue 
using religious law to settle intra-community conflicts. This shifts the focus of 
consideration of law. Within the framework of the classical concept of legal plural-
ism, we are always pointed to the close relation of law and the community, but 
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global legal pluralism puts this relation to a test, because in this case the legal or 
quasi-legal norms are, primarily, established through global trade and production 
networks (Cotterrell 2008; Cotterrell 2009; Tamanaha 1993). 
As a result, a global legal space arises, which includes international and na-
tional laws, and state and transnational organizations, which control their execu-
tion. International law is the legal procedure which differs from the traditional 
law of national states and separate groups of people, discourses and networks. 
These are not personal networks, but organizational and functional networks, 
which form global similarity. The main force which enables this is civil society. 
The boundaries of global law are not territorial, but go across invisible markets 
and branches, professional communities and social networks (dalberg 2000). The 
issues, which often fall into the realm of global legal space; cross-border environ-
mental, trade, tax regulation, and intellectual property all raise similar issues. 
Berman highlights one of the key features of global legal space as the situation 
in which one and the same stakeholder is potentially regulated by a multitude of 
various legal and quasi-legal regimens (Berman 2007). If we look at this situation 
from the point of view of an individual, his conduct is shaped by a multitude of 
various regimens. He has to make a choice between these mechanisms, all of 
which govern his conduct. 
This leads to conflict among the various legal and quasi-legal regimens, due 
to the contradictions among them. This also creates the risk of uncertainty for the 
parties to legal relations, since they cannot be confident about the law or quasi-
law which would be applicable in their case (Meidinger 2007; Michaels 2009). 
Apart from that, this provides the opportunity to manipulate various rules for 
the achievement of goals. Each quasi-legal system is supported by a particular 
group of participants. The stakeholders, who are interested in the given system, 
create institutionalized structures, which are meant to support the given order 
(Tamanaha 1993). For example, businesses create their own institutes of conflict 
resolution (private arbitrage) and they refer to them when they consider that the 
official legal institutions are not trustworthy, or slow or very expensive for their 
purposes. At the same time, it is not compulsory that the strategic stakehold-
ers, who follow their own interests in the atmosphere of legal pluralism, would 
permanently refer to one official legal or normative system and would support 
only it. In such situations, there are long-term and short-term calculations in 
play, especially among the permanent players such as NGOs. depending on the 
circumstances, the same group of stakeholders can in one situation support cus-
toms, which contradict state laws, and in other situations would refer to state 
laws to fight customs. 
We can identify a few basic situations of conflict between various legal and 
quasi legal procedures: 1) conflict between laws of different states, 2) conflict 
between national laws and international laws, 3) conflict between national law 
and local norms and customs (Forsyth 2007; Michaels 2005). Non-state quasi-legal 
procedures can also compete and conflict with each other. But in any case, the 
main mediator in all such conflicts is still the state.
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P. Michaels identifies four ways in which states react to non-state laws 
(Michaels 2005):
1) Rejection – when non-state norms are rejected and negated by the state authorities.
2) Incorporation – inclusion of non-state norms into state laws. For example, the established 
international trade norms were gradually coded by governments of various countries.
3) delegation – this is the extension of legal authority to non-state stakeholders, i.e., trans
formation of non-state laws into secondary state laws. A good example of such delegation 
can be the acceptance of the autonomy of communities. In this case the non-state laws are 
separate from state laws, but are ruled by them. 
4) deference – this is mutual recognition and acknowledgement. In this case we are talking 
about the state acknowledging norms of the community. This is the situation when non-
state norms are given the status of fact. They are not included in the state legislation, but 
exist as informal rules and are accepted in this capacity by the state’s agents.
In any case the state, in one way or another, attempts to establish its monopoly 
over the legislative process, which, as per Michaels, is the state’s self-defence 
mechanism. Recognizing the laws of other states, it cannot do the same for the 
laws of non-state communities; doing so would lead to the destruction of the 
concept of the state per se (Michaels 2009). Therefore, quite often the rules, cre-
ated by the non-state stakeholders, must be transformed by the state so that they 
can be recognized by it. The main indicator of recognition of non-state rules by 
the state is the legalization of these rules (Meidinger 2008). This means that the 
process of legalization of non-state rules encompasses not only the formation of 
a set of certain institutional features, but also the process of their competition 
with similar state rules.
As a whole, the given approach enables us to analyse how various legal and 
quasi-legal regimens intertwine in one territory. This also enables us to throw 
light on the issue of the regulation of businesses, which exist in hybrid legal space, 
and about their strategic responses. The main deficiency of the given approach is 
the problem of demarcation of law and other social orders. 
Therefore, I consider it better to use the term regulatory pluralism in my study. 
This term stresses the existence of various regulators in a single social setup, but 
at the same time it does not require us to reformulate the main terminology of 
legal theory (Tamanaha 2007). To analyse how companies develop their strategies 
within the framework of regulatory pluralism, I used the institutional theory. 
The cognitive trend of institutional theory enables me to see how common un-
derstanding emerges about the phenomenon of regulation by all the participants 
in the process.
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2.4 iNSTiTUTiONAL THEORY 
In accordance with this approach, the institutions and the institutional struc-
tures form the regulatory system. Institutions mean cognitive, normative and 
regulatory frameworks, which make it possible to integrate other’s actions, de-
termine the hierarchy of positions and which of the different stakeholders op-
erate in the same space, thereby reducing the level of uncertainty (Scott 2008). 
This definition identifies three basic structures of institutions: normative, cog-
nitive and regulatory. As far as the normative component of the institutions is 
concerned, these are systems of norms, which regularize relations among the 
individuals and determine the nature of such relations. They form and sanc-
tion a more or less uniform system of conduct for inter-personal relations, and 
help in the mutual creation of a commonly shared system of symbols and val-
ues. The cognitive part means that the persons involved not only fulfil their 
assigned roles, but also rethink and interpret their significance, depending on 
their personal situation. The values evolve into interactions, which are upheld 
and transformational. They help the participants of the social processes in over-
coming the obstacles in their way (diMaggio and Powell 1991; Jepperson 1991; 
Scott 2008). Any action that is repeated often enough becomes a pattern; conse-
quently it can be repeated with less consideration and is deemed as a sample by 
its performer. This means that any human action can become habitual, which 
leads to institutionalization (Scott 2008). The given approach towards the study 
of institutions was developed in the works of W. Powell and P. diMaggio. They 
studied how organizations react to the signals which are sent to them by the en-
vironment, and accordingly establish their structures and strategies (diMaggio, 
Powell 2001).
The economists focused their attention on the regulatory foundations of the 
institutions. The main function of the institution in this case is the reduction 
of transactional costs and the related uncertainty. These ideas were developed 
by O. Williams and d. North. They define institutions as rules of the game. 
Institutions are made by the people to organize and regulate interactions in so-
ciety. Institutions reduce the level of uncertainty in the operating environment 
related to shortcomings of information available to the participants in a given 
interaction. Economists differentiate institutions (i.e., rules) from people and or-
ganizations, which uphold their functioning through certain practices (North, 
Thomas 1973; North 1994). According to d. North, no organization can exist with-
out norms, at the same time there are norms and rules which do not lead to the 
creation of organizations. As a whole, the regulatory process is comprised of the 
ability to establish rules, control their observation and the manipulation of sanc-
tions (rewards or punishment). Primarily, it is possible through the use of enforce-
ment, or the fear of which can be carried out by means of legalized procedures 
or informal ramifications. The regulatory elements determine the instrumental 
logic of the actions of stakeholders, proportional benefits and costs. They help in 
the existence and sanctioning of power (North 1994).
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The regulatory rules represent the upper strata of institutions, whereas the ca-
pacity of their functioning is provided by the normative and cognitive elements. 
The cognitive elements are included in the process of categorization and type as-
signment, during which concrete and subjective experience is subject to the com-
mon order of significance (Berger, Luckmann 1967; Scott 2008). This builds the 
foundation for the existence of common rules, which provide for the interaction 
among individuals. A well known example, which demonstrates the difference 
between the regulatory and cognitive rules, is the game of football. The constitu-
tive rules of the game of football make the game possible, which consists of com-
ponents such as the players, the playing field, and concepts of victory and competi-
tion. The regulatory rules provide for the mechanisms and methods of control over 
the game and various opportunities for the participants in the game (Scott 1995).
This way, we can say that the institutions provide some types of rules, which 
guide people in their actions. These rules can mean the external regulatory prin-
ciples of conduct, as well as those assimilated by people experienced in the form 
of systems of symbols and values (Finnemore 1996; Finnemore and Sikkink 1998; 
Knight, Ensminger 1992). Their creation is the result of interactions among the 
actors. They limit people’s actions and stimulate them towards new achieve-
ments. Institutions organize the interaction among the participants and deter-
mine the distribution of authority, providing in the process stabilization and 
sense of social life.
The functioning of organizations under the influence of institutions leads 
to the formation of organizational space. Organizational space is the totality of 
organizations, which form the recognizable areas of institutional life: key produc-
ers, suppliers, consumers of resources and products, state regulatory bodies and 
the other organizations, which produce similar services and goods (diMaggio, 
Powell 2001). Organizational space is characterized as the common system of 
significances and stable interactions with others. The established interactions 
among the organizations determine the relationship of legitimization, competi-
tion and cooperation, which accordingly influence the distribution of authority 
in the space. The activities of the stakeholders are not as much directed by their 
own preferences as by the processes which take place in the organizational field 
(Peng 2002). They include the representation and structure of perceptions, which 
enable the actors to interpret and adequately react to the actions of the competi-
tors (Fligstein 2001). Attempting to reduce uncertainty, the field contains a ten-
dency to isomorphism. The term isomorphism here means the processes which 
lead to the homogeneity of the field and the prevalence of rules. This reinforces 
similarity in organizations which function in a single field and which exist under 
similar environmental conditions. This means that isomorphism helps stabilize 
the field. As per P. diMaggio and W. Powell, there are two types of isomorphism: 
competitive and institutional (diMaggio, Powell 1991). Competitive isomorphism 
is characteristic for the initial stage of development of capitalism and absence 
of monopolistic companies. It takes shape under the influence of such external 
factors as the existence of competition among capitalist firms; struggle between 
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states and the resulting necessity of stricter control over civil servants and citi-
zens; and demands of the bourgeoisie to maintain equality of law for all. This 
leads to the rationalization and bureaucratization of governance. 
Institutional isomorphism is the process when groups of organizations create 
similar organizational forms and practices, since they help attain political power 
and institutional legitimacy. This means a situation when companies start pay-
ing attention not only to the abstract external market environment, but also to 
other companies which exist with them in the same field. P. diMaggio and W. 
Powell developed the mechanisms of institutional isomorphism which form its 
structure. 
They emphasize mandatory, normative and imitative isomorphism (diMaggio, 
Powell 1991). Mandatory isomorphism means the homogenization of the field by 
means of the execution of compulsory regulatory rules, laws and sanctions. Its 
main mechanism is enforcement. Enforced isomorphism is the result of pressure 
on the organization from other organizations upon which they depend. An ex-
ample of mandatory isomorphism can be organizational amendments resulting 
from governmental actions. 
Normative isomorphism means the observance of norms and accepted values. 
Unlike mandatory isomorphism, this type is more voluntary and does not imply 
any strict sanctions for non-observance. Its propagation is due to the social accept-
ance of certain approved ways of achievement of goals. This means that choice, 
made by the stakeholders, is structured not only on the basis of rational calcula-
tion of benefits, but also on the basis of social expectations. In general, the actions 
of normative isomorphism are related to the functioning of the professionals 
in the companies. The professionals, via their unions and networks, influence 
the changes which take place in organizational structures. As a result, we have 
propagation of the common ideal of conduct (Scott 2008).
Imitative isomorphism is based on the imitation of the most successful prac-
tices and functional models. It is the result of the organizational response to the 
uncertainty of the environment and is upheld through cognitive mechanisms, 
which determine the significance of actions. These mimicry processes lead to the 
homogeneity and rigidity of the field from the point of view of organizational 
structures and practices, which enables the groups of actors to react less pain-
fully to external irritants. At the same time, it is important to point out its ritual 
aspect, because the organizations, in copying innovations, legitimize themselves 
in the process. As a result of this, many institutional rules function as myths; i.e., 
they primarily provide for legitimacy of the organization’s activity, but not for 
its efficiency. 
Overall, the institutional approach will enable me to analyse the relation-
ship between the various interest groups in the course of the advancement of 
rules. Additionally, the cognitive course of institutional theory will help demon-
strate how various social actors construct the social sense in fulfilling the rules. 
Furthermore, I will discuss the role of companies in the support of legal or quasi-
legal regimens as per the institutional theory. 
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2.5 THE ROLE OF COMPANiES iN THE MAkiNG RULES 
AND ORGANiSATiONAL COMPLiENCE 
According to L. Edelman and M. Suchman, companies can be seen as social actors 
whose actions are guided by institutionalized views of morals, law and rational-
ity. They consider law as one of the elements of the organizational environment 
and they outline a number of fields which reflect the relationship of organizations 
with the law (Edelman, Suchman 1997). First of all, it is the supporting environ-
ment, in which the law passively provides for the execution of the company’s 
business. The law is considered as an external phenomenon in regards to the 
company, and provides it with certain tools for the conduct of business. This is the 
arena in which the companies and/or actors implement their strategies. Secondly, 
it is the regulatory environment, where the law actively controls the companies’ 
activities. Here the companies are considered as rational means of making maxi-
mum profits and the law as a system of significant means of rewards and sanc-
tions. This means that companies establish their relations with the law driven by 
their rational understanding of profits and costs. Thirdly, it is the constitutive en-
vironment, where the law determines the main form of the organizational entity 
and the relations between organizations. In this environment, the observance of 
legal limitations by the company is explained from the point of view of normative 
and cultural enforcement (Edelman, Suchman 1997).
The formal rules and procedures serve as an external indicator of consideration 
of the law, which offers benefits of legitimacy for the organizations which adapt 
it. The experts help companies institutionalize their structures. The private actors 
not only exist under the influence of governmental institutions, they also per-
form managerial functions in regard to their internal organizational environment. 
Researchers point to the following internal organizational factors, which stimulate 
companies to seek regulation beyond the state: social recognition, cooperation 
with state authorities and avoidance of negative sanctions (Parker, Nielsen 2011).
There are two main approaches which take into account the companies’ response 
to regulatory challenges: 1) objectivist and 2) interpretive (Parker, Nielsen 2011). 
The objectivist theory manoeuvres around the consideration of various factors 
and specifics of regulation. This theory points to the four basic variables which 
influence the strategies of the firms. First among these factors are the motives of 
the companies and other groups of stakeholders: economic, social and normative. 
Economic motives are related to calculative thinking and rational choice. These 
are due to the fear of sanctions or the threat of bad reputation. The social motives 
reflect how much the companies care about the views of various stakeholders. The 
normative motives show how strongly the company is ready to take up voluntary 
moral obligations. This reflects our belief in the fact that laws are based on moral 
and ideological values. It is important to note that various motives correlate to 
various regulatory practices (Gray and Silbey 2011; Macaulay 1987). For example, 
in the case of economic motivation, a larger monetary fine should prove to be more 
effective. If we are talking about social motives, then a symbolic fine would be suf-
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ficient. A second factor influencing strategies of firms is that variations in organi-
zational capacities can determine responses. This is a company’s resources and 
the decision making processes within the company. Firms differ in their economic 
resources, technical know-how, and knowledge of laws and specifics of corporate 
management (Parker, Nielsen 2011). Thirdly, it is the extent of regulation and en-
forcement. In this case, the main focus is on how the companies themselves evalu-
ate and perceive the demands of the regulators (Cohn 2001; Edelman and Talesh 
2011). Finally, social and economic institutions affect companies (Powell 1991; Peng 
2002). Institution rules are perceived as formal and informal, which limit and 
stimulate certain company conduct. The concept being examined is how changes 
in formal or informal rules influence the companies’ conduct. The interpretation 
theory is related to the development of social symbols and values, which are used 
by the actors in their daily affairs. In this case, the regulatory processes are taken 
as social practices, which can be perceived and interpreted from different points 
of view within the broader social and political context. Within the framework of 
this theory it is assumed that law is not given to us a priori, but it develops in the 
course of people’s social interactions. Law is not a subject itself, but a set of social 
relations (Merry 1998). It is constituted of social relations and cultural practices. 
This means that the law, on the one hand, forms the social life, but on the other 
hand it is a resultant of that same social life (Fitzpatrick 1983). Form this point of 
view, law exists everywhere and legal concepts are a part of all of our social prac-
tices. Unlike the traditional point of view, which considers law as an external ele-
ment as regards the companies, social constructivism implies that companies form 
their own understanding of law and the practice of its observance. Companies and 
other organizations are not only rational actors who respond to the regulatory 
processes, but they also participate in the social creation of legal meaning.
A good example of such an approach would be the study by P. Ewick and S. 
Silbey. In their study, they analysed the way the participants of legal relations 
behaved and how the law had become an integral part of their daily practices. The 
researchers call this commonplace legality. They discuss this issue using examples 
taken from the lives of common people (Ewick, Silbey 1998). The omnipresent 
existence of law in daily life converts common people into agents of law, even if 
there is no formal legal agent. This means that everyone, at the level of their daily 
existence, is engaged in the process of making law. The same can be said about the 
companies, which, in the course of their business, also participate in the making 
of internal significance and meaning of law.
P. Ewick and S. Silbey have identified three types of daily relations to law, 
which reflect three main types of law making (Ewick, Silbey 1998):
1) before the law – law as grand, observed by the public  and neutral. This type has residual 
formalism and formalistic belief in the neutrality of law.
2) with the law – law as an arena of strategy and self-interest. In this case law is considered 
as a game to be played.
3) against the law – how people respond to the oppressive power of law. Legality offers no 
other alternatives except for submission.
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The way companies apply law in their affairs, form its perception and significance 
differs from other participants in social relations. Therefore, it is important to not 
only study the legal institutions and the state, but also the daily corporate prac-
tices of observance of law within a company. This makes the mechanisms, which 
convert the actions of individual groups of actors into regular examples of interac-
tion with formal rules and institutions, more visible. This also helps describe the 
interrelation between individual actions and large social structures – laws, and 
enables us to understand how corporate strategies become part of institutions.
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3 Methodology of the 
research 
Since this research is oriented towards an empirical understanding of regulation, 
this investigation is based on qualitative methodology (Kvale 1983; Neuman 1991). 
For the purpose of the study, I used semi-structured interviews, insider views 
and analysis of documents.
Interviews:
As it is multilevel research, I used interviews related to different levels and 
groups of actors:
– Interviews with representatives of Russian and international companies;
– Interviews with representatives of federal, regional and local authorities;
– Interviews with the representatives of international and regional NGOs;
– Interviews with residents of the settlements where the companies operate.
The target groups listed above were selected with the help of guides in the field 
of research, using the snowball method. The following number of interviews was 
conducted in each sector, at different times: in the forest industry – 70 interviews, 
and in the oil & gas industry – 40 interviews. All of the 110 interviews were tran-
scribed and analysed.
Observation:
Participant observation reveals the main patterns of interactions among com-
panies, NGOs, and state authorities at the federal level. I observed governance 
in practice in the local communities where companies operate. Local observa-
tion helped to understand the everyday practices of implementation of different 
rules, and to reveal the structure of interactions between local inhabitants, local 
authorities and the companies in different sectors.
Observations were made at:
– Conferences, dedicated to the issues of international standards and corporate social respon-
sibility in the forestry and oil & gas industries. These conferences were held at Petrozavodsk, 
Moscow and Saint-Petersburg (open meetings of the Board of CSR of the Russian Union 
of Industrialists and Entrepreneurs, annual Arctic conferences in Russia, and meetings of 
the Russian FSC).
– The settlements, located in the zone of operations of the company. during the study of the 
forestry industry, observations were made in the Leningrad Region, the Republic of Komi 
and the Republic of Karelia. While studying the oil & gas sector, observations were made 
in the Nenets Autonomous Okrug (NAO). I also did interviews with the representatives of 
companies, government officials and experts in Moscow. 
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Analysis of documents:
– International conventions and accords (Convention on Biological diversity, ILO Convention, 
declaration of the Principles of Sustainable development, etc.);
– State legislation describing the rights and obligations of companies, and the rights of local 
communities (Land Code, Forest Code, Act “on Subsoil”, the Act “On the guarantees of  the
rights of indigenous small-numbered peoples of the Russian Federation”, and the  Act “On 
the territories of traditional use of natural resources of the small-numbered indigenous 
people of the Russian Federation”)
– Non-governmental standards (e.g., Principles of the FSC, ISO Standards, Principles of GRI, 
and corporate codes) which specified additional requirements for company’s activities.
– Corporate social reports, which reveal the most important corporate documents, programs 
and strategies governing interactions with local communities, as well as describing the 
basic social programs.
– Publications in the local, regional, and corporate press highlighted the most significant 
events and the main problems in the local communities.
This way I could emphasis a number of units of analysis: interview, document 
and in the case of observation, the situation with the social interaction between 
the various participants of the processes of certification.
For the study I used elements of case-study, i.e., study of the research issue 
using the example of detailed and multifaceted study of several empirical ob-
jects. The cases under consideration were related to the companies’ operations 
on the local level and their daily practices regarding the observance of the re-
quirements of social and ecological regulations. As cases for study, I selected 
various companies operating in the Republic of Karelia: Segezhsk Pulp and Paper 
Mill; Archangelsk region: dvinsky lesopromkhoz; Nenets Autonomus Okrug – 
NAO: Polyarnoe Syanie, Naryanmarneftegaz, as well as the communities where 
they operated: the localities of Muyzersky, Reboly and Padany in the Republic 
of Karelia; the locality of dvinsk in the Archangelsk region; and the localities of 
Nelmin-nos, Krasnoe and Khorei-ver in the NAO.
The study was defined by the use of the comparative method (Neuman 1991). 
The comparative method was employed in several ways – across natural resource 
industries and in different localities within Russia. The comparative method ena-
bled me to identify: various situations of conflict between the global, national and 
local rules; strategies to regulate such conflicts; and different capabilities of non-
state actors in the implementation of legal authority. The comparative method 
illuminated how the different configurations of actors involved in governance 
in the forestry and oil sectors influences outcomes in the sustainability of local 
communities.
Time frame of the study: The study was conducted from 2010 to 2014. In the first 
stage of the work (2010-2012) I collected and analysed materials about the Russian 
forestry sector and international standards which were most commonly applied 
in this sector. In the second stage (2012-2013) I collected and analysed materials 
about the Russian oil & gas sector. At the same time, I published articles show-
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ing the results of the study in international journals with peer review. In the 
third stage (2013-2014) I compiled the collected materials and made theoretical 
generalizations. 
Triangulation: I used triangulation to ensure the validity of 1) interviews 
and participatory observation, 2) official materials and documents, and 3) ear-
lier studies of natural resource governance in Russia and other countries. This 
combination of materials allowed assessing governance arrangements from the 
perspectives of many actors: companies, NGOs, international auditors, state rep-
resentatives and local people. The result was a depiction of the same governance 
arrangement from the perspective of each stakeholder.
Ethical issues: This research did not aim to provide specific facts of the activi-
ties of individual companies or the state authorities. The purpose of the study 
was to analyze the structure of interaction between different actors in each of the 
described models of governance. Therefore, this study was not designed to gather 
data that would affect private interests. Nevertheless, in order to protect poten-
tially vulnerable local people in the communities that are being affected, either 
by forestry or oil drilling activities, I anonymized data. Names of interviewees 
were not used in publications. All people were informed about the nature of the 
research and publications and their oral consent received prior to participation. 
Next I will describe the peculiarities of the studied field: I will give a general 
overview of the Russian legal environment and system of governance in the field 
of natural resources regarding the studied sectors. 
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4 Background of the research
4.1 THE SPECiFiCS OF THE RUSSiAN LEGAL ENViRON-
MENT 
According to WJP Rule of Law Index – 2014, Russia stands at the 80th spot in a 
rating of 99 countries. The countries close to Russia in the ratings are Mexico (79) 
and Madagascar (81). The first three positions are held by denmark, Norway and 
Sweden. The last three spots are held by Venezuela, Afghanistan and Zimbabwe. 
According to the given study, the most problematic issues for Russia are, the 
limitation of governmental authority (89), observance of fundamental rights (79), 
criminal justice (76), safety performance (75), citizen’s access to justice (68), sys-
tematic enforcement (67), transparency of governance (67) and corruption (66)2.
The given ratings are based on the perception that there are several key factors 
which influence the rule of law: the limitation of governmental authority through 
legal institutions, absence of corruption, transparency and access to justice, etc. 
One of the main factors in the concept of a constitutional state is the need for gov-
ernment agents to abide by law when making the laws, as well as in the course 
of implementation of legal norms. Except for that, the application of formal rules 
is determined by the informal institutions and practices, as well as the character 
of interrelations between the formal and informal rules. Sometimes, informal in-
stitutions supplement the formal institutions and help them function effectively; 
sometimes they compete with them or even obstruct them. In the case of having 
weaker laws, the informal rules act as institutional patches, which help compen-
sate for the weakness of formal institutions and provide alternative regulatory 
methods (Levin M., Satarov 2000; Olsson 2004; Solomon 2007). 
Just as in many other countries, the Russian legislation determines only the 
general principles, whereas the particular rules are developed and implemented 
by the officials. In Russia, bureaucratic instructions often dominate the law and 
often do not conform to it (Volkov 2004). From this point of view, Russian offi-
cials are the bureaucrats who make rules, but do not necessarily observe them. 
Russian authorities apply laws, watching out for their own interests, but do not 
observe the universal norms (Huskey 1990; Ledeneva, Kurkchiyan 2000; Solomon 
2007). At the same time, the bureaucrat’s position not only depends on accruing 
personal benefits, but also on many other factors. This process is influenced by 
the bureaucrat’s understanding of the best way of achieving the assigned goals 
and the existing hierarchy of values. One of the most serious consequences of 
2 The World Justice Project,  worldjusticeproject.org
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the domination of informal relations in Russia is the growth of corruption in the 
system of government (Ledeneva 1998; Solomon 2007). Quite often, bribes are 
the way of making a bureaucrat fulfil his/her duties or to simply speed up the 
process. Other times, the bribes are paid to enjoy certain preferences. Many times, 
bribes are paid to obtain a favourable court verdict or to gain access to certain 
resources (Ledeneva 1998). 
Another problem with the Russian legal system is the ambiguity and the lack 
of transparency in the existing rules, which also contributes to the weakening 
of governance. The researchers point to the discrepancies between the laws, de-
crees, resolutions and instructions within the framework of the Russian legal 
system. The situation is growing even worse, because of frequent amendments 
to the existing formal rules and laws. This increases the level of fuzzy legality 
and provides additional ways for the manipulation of law and selective enforce-
ment. Other factors which contribute to the weakness of the Russian legal system 
include the weak position of civil society, deficiency in civil responsibility and the 
closed decision making process (Gaddy and Ickes 1998; Hendley 1999).
The above mentioned causes lead to the ineffective functioning of legal insti-
tutions in Russia and the application of laws leads to distortion of their original 
intent. The law is used as a tool of corporate war and in fighting for resources. The 
existing problems of the Russian legal system affect the management of natural 
resources.
4.2 NATURAL RESOURCES MANAGEMENT iN RUSSiA 
Russia has huge reserves of natural resources. It has 1/5th of the world’s forestry 
resources, including precious virgin forests; this why it is called an ecological do-
nor. It has the largest natural gas reserves in the world and is the global leader in 
the export of gas. At the same time, the governance of such huge natural resources 
has not been effective in Russia (Pisarenko, Strakhov 1996; Tysiachniouk 2009).
During the Soviet era, natural resources and the right of their ownership and 
use belonged only to the state. The country was plagued by the wasteful man-
agement of resources. This was determined by the overall state policy. Natural 
resources were deemed to be a fast and most convenient way of earning foreign 
exchange, which was necessary for industrialization. The term “monetary work-
shop” was used for the areas rich in natural resources. The issue of the ecological 
conditions of the USSR took an acute form after the Chernobyl catastrophe in 
1986, which caused the strengthening of the state authorities who were responsi-
ble for environmental protection. The Environmental Protection Committee and 
its branches in all the republics were established in 1988. In 1991, the Ministry of 
Natural Resources and Environmental Protection came into being. In 1993 the 
same ministry was transformed into the Ministry of Environmental Protection 
and Natural resources (Yanitskiy 2000). This can be termed as the peak of state 
policy regarding the creation of environmental protection agencies. Starting from 
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mid-90s there were many reforms, which were meant to restructure natural re-
source management and protection bodies. The first fundamental restructuring 
was carried out in 1996. The Water Committee and Committees of Geology and 
Natural resources were combined to form the Ministry of Natural resources of 
Russia. At the same time, the status of the earlier Ministry of Environmental 
Protection and Natural Resources was lowered to that of a State Committee of 
Environmental Protection of the Russian Federation. Since the year 2000, the pol-
icy of de-institutionalization of environmental protection systems has entered a 
new phase, which was the result of a complete reorganization of the whole system 
of management of natural resources. In May, 2000, the State Committee for the 
Protection of Environment was dissolved and its subdivisions were merged into 
the Ministry of Natural Resources of the Russian Federation. This meant that the 
structures which were established to protect the environment came under the 
control of the structure which controlled the use of natural resources. The liquida-
tion of the environmental protection organizations at a federal level also affected 
the regional authorities, which faced a significant reduction in funding from the 
federal government for the support of environmental protection activities. This 
caused the deterioration of state’s environmental protection infrastructure and 
the loss of most of its authority. The process of restructuring was accompanied by 
a significant reduction in the number of officials who served at the central natural 
protection bodies. From 1991 to 1998, their numbers decreased by almost 80% 
(from 1500 personnel to 330). Overall, the structural changes implemented in the 
2000s negated the reforms carried out at the end of 1980s and the beginning of 
1990s, and returned everything to the pre-1980 structural level and exacerbated the 
governance issues related to the field of use of natural resources (Yanitskiy 2010).
4.2.1 General characteristics of the Russian Forestry sector
The Russian forestry sector is one of the most export-oriented industries in Russia. 
Russia holds 24% of the forest reserves of the world, including more than half of 
the world’s reserves of particularly valuable soft woods.  As per the volume of 
exports, the forestry sector holds the 4th place among all the Russian industries, be-
hind only gas, oil and ferrous and non-ferrous metals (Pisarenko, Strakhov 1996).
The most peculiar thing about the Russian forestry sector is its low rate of 
growth, as compared to other Russian industries. Since the beginning of the 
2000s, the annual growth rate in the forestry sector has been declining, despite 
the fact that demand for many types of forestry-based products grew in the coun-
try, and was fulfilled mainly through imports. In turn, the Russian forest indus-
try has fulfilled foreign demands for raw-wood and wood with only very basic 
processing. For example, at the end of 1980s, Russia held the second spot behind 
the USA as an exporter of wood, timber, paper and carton. In 2008, in spite of 
having the largest reserves of forests, Russia held second place for the export of 
lumber and eleventh place in the production of paper and carton. The main con-
sumers of Russian forest products are China, Japan and Finland, who buy wood 
  47
and process it in their own countries. Currently, the state is trying to stimulate 
advanced processing of wood in Russia. For that purpose, the state has imposed 
high export duties on the export of wood. The intensive process of expansion of 
enterprises and formation of vertically integrated holdings has been going on 
since the 2000s. Now there are forestry holdings in Russia such as: International 
Paper, the Titan Group of Companies, Mondi Business Paper, and Investlesprom.
Among the main reasons obstructing the effective growth of the forestry sec-
tor, we can point out the following. First of all, it is the lack of investment in the 
development of the sector. The forestry sector is less attractive for investment 
due to a large number of non-commercial risks related to political instability in 
Russia, incompleteness of forestry legislation and the absence of a clear state pol-
icy regarding the forestry companies. Secondly, it is the low level of technological 
development of the sector. Statistically, the average age of the equipment used 
in the industry is 25 years. At the same time, only 10% of the main production 
facilities can be considered modern. Thirdly, it is the focus on only logging and 
an insufficient level of development of processing facilities. Fourthly, it is the low 
efficiency of labour. For example, the level of efficiency of labour in the Russian 
forestry industry is 1/10th of that in Finland. Finally, one of the most important 
causes of obstruction of development of the forestry sector is the absence of an 
effective system of sustainable forestry management in Russia (Olsson 2004).
In 2005, the main functions related to forest protection were given to the 
Federal Service for Supervision of Natural Resources; however, this was not com-
plimented by the formation of the necessary staff. In 2007, the main regulatory 
responsibilities were given to the constituent entities of the Russian federation, 
i.e., to the regional authorities. The Federal Service for Supervision of Natural 
Resource Usage was under the Ministry of Natural resources. The Federal Forestry 
Agency, which handled the management of leased lands, was under the Ministry 
of Agriculture. In turn, forestry establishments, which were under the manage-
ment of the Federal Forestry Agency, were deprived of a significant part of their 
functions and were restructured into forest districts. The main functions of forest 
maintenance were shifted to the lessees, who, due to the lack of necessary skills, 
then had to use the services of the state’s forestry organizations, which consisted 
of the leftovers of the forestry establishments (Jacobson 1999; Tysiachniouk 2010). 
The implementation of reforms of the forest management system and the 
redistribution of functions among its structures led to the decentralization of 
basic authority from the federal level to the regional level. However, the con-
trol over forestry finances remained with the federal authorities. Consequently, 
the freedom of governance over the forests given to the regions was lacking the 
necessary economic support. A shift of some functions from the forest establish-
ments to commercial structures was also carried out. On one hand, this had the 
effect of facilitating the stoppage of informal money making practices by the 
forest establishments, but on the other hand, effective mechanisms which would 
stimulate the companies to honestly perform the entrusted functions were not 
created. Most of the changes mentioned above in the system of management of 
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forests were due to the development and implementation of two Forest Codes. 
The aim of these new codes was to make the Russian forest management system 
more efficient under market conditions. The new Forestry Code was accepted in 
the spring of 2005; however, right away they began working on a new variant 
of it. Revealingly, the development of this code was entrusted to the Ministry of 
Economic development. This highlighted the fact that the new Code had to offer 
a system of management which would be capable of attracting investment into 
the forestry sector, strengthening its share in the global market and reducing the 
red-tape in accessing natural resources. The currently applicable Forestry Code 
was adopted in 2006, and became effective in January 2007. This Code preserved 
federal ownership of forests, introducing private and municipal ownership of 
particular categories of timber land. The new Code significantly eased the pro-
cedure of access to timber resources for logging companies and also extended 
the right to long-term leases of timber lands for up to 49 years. At the same time, 
the main means of acquiring a lease was to be auctions, participation in which is 
only possible for large scale timber companies (Olsson 2004; Tysiachniouk 2010). 
Overall, we can say that the intensive state reforms, which were designed to 
reduce the red-tape for businesses, were chaotic and did not lead to the elimina-
tion of existing contradictions. The declared norms were not always supported 
by the necessary legal acts which would ensure their effective enforcement. With 
some exceptions, the Forest Code preserved the remnants of the Soviet planned 
economy. Some of the “planned” indicators were shown alongside the market 
indicators in it. Such confusion in laws did not lead to their effective use and 
implementation, but to the urge to avoid them. 
4.2.2 General characteristics of the Russian oil & gas industry
The main feature of the oil & gas sectors in most countries is their entwinement 
with state policies. But in all countries, the level of this entwinement varies. The 
Russian economy is mainly based on revenues from oil & gas. Around 80% of all 
energy in Russia is produced with oil & gas. According to World Bank data, the 
oil & gas sector generates 25% of the Russian annual GdP. The other aspect of 
development of the Russian oil & gas sector is not only its economic significance, 
but also the political strength of the country. This explains the tight state control 
of this sector and the role of state regulatory institutions in it. 
The contemporary structure of the Russian oil & gas sector started taking shape 
in the 1990s due to the shift to the market economy. The other factor, which neces-
sitated the reformation of the system of management of the oil & gas sector, was 
the difficult conditions for oil extraction. during the perestroika years, the donor 
functions of the oil & gas sector were enhanced as compared to other industries in 
Russia. The state tried to use the potential of the oil & gas sector to sustain the stabil-
ity of the Russian economy and of Russian society as a whole. The mechanisms of 
economic revenues, which were unclear before then, became clearer (Krukov 2001).
The reforms in the oil & gas sector went through a few main stages. First of all, 
all enterprises were privatized and reformed into joint stock companies of differ-
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ent types. However, this process was not complimented by the creation of an ef-
fective system of governance, which could conform to existing market conditions. 
There were no clear-cut definitions of regulatory structures and the state’s new 
role. The “Subsurface resource law”, which established the regulatory procedures 
regarding the companies’ access to oil & gas resources, was implemented in 1992. 
The Concept of Governance of the oil sector in Russia, which was designed to 
systematize all the chaotic activities in the industry and to present a new model 
of state regulation for the sector, was developed in 1994. In the beginning of the 
1990s, there was a state trend towards direct participation, but by the mid-1990s 
the state decided to use indirect regulatory forms: tariffs and fiscal influence. The 
method of regulating oil prices was soon replaced with the regulation of the taxa-
tion rate. As the main method of preserving the state’s presence in the process, it 
was decided to shift to contractual relations and fiduciary management through 
shares, which would belong to the state. 
An important step in the modernization of the oil & gas sector was the creation 
of vertically-integrated holdings. These holdings were supposed to improve the 
horizontal relations among the enterprises in the sector, from exploration and pro-
duction of oil to its processing and distribution. The idea of development of such 
holdings was also discussed in Vladimir Putin’s thesis, titled “Strategic planning 
the rehabilitation of mineral resources of the region under market economy terms”, 
which he defended in 1995 at the Saint-Petersburg Mining University. In his thesis, 
V. Putin proposed the application of combined forms of ownership in the oil & gas 
sector: state and private. This was substantiated with the argument that there are 
no examples in the world of the complete regulation of sustainable development 
using market mechanisms. Therefore, it is important to organize the use of natural 
resources within the framework of keeping a balance between state and market 
regulations. But despite the type of ownership, the state has the right to regulate 
the process of use of natural resources. The inclusion of market mechanisms in the 
process of governance of natural resources was needed to make this industry more 
attractive for investment. The state’s taxation policy must enable the development 
of the processing industry. The implementation of this plan could become a reality 
through the creation of large-scale financial and industrial groups: cross-industrial 
corporations. Their business must be focused on the sustainable supply of natural 
resources for the country; creation of the necessary conditions for their processing; 
reduction in the export of raw materials and increase in the export of processed 
goods and the development of the resource base (Krukov, Moe 2013a).
The first vertically-integrated concern was the state company Lukoil, which 
was founded in 1991. Two more vertically-integrated oil companies were made 
out of the large-scale oil producing companies in Russia: Surgutneftygaz and 
Yuganskneftygaz (YUKOS). The rest of the oil companies were merged into the 
state enterprise Rosneft, which was created to handle the shares belonging to the 
state. Overall, in the mid 1990s, eleven vertically-integrated companies were cre-
ated in Russia, which performed the exploration, production and processing of 
oil and resulting sales of petroleum products.
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The next stage of reformation of oil & gas industry was the partial but imme-
diate commercialization of the enterprises by selling part of the shares. Except for 
that, since the main forms of seizure of produced petroleum products by the state 
remained intact, the oil companies started establishing commercial companies, 
which engaged in trade and service fields. They represented the financial inter-
ests of their shareholders and their goal was to implement the economic upper 
hand of private companies (Krukov, Moe 2013b). 
Since the end of 1990s, the process of large-scale alliances among the oil com-
panies and banks began taking place (Lukoil – Imperial, Yukos – Minatep), which 
helped better the financial independence of the oil companies from the state. 
These processes were accompanied by mergers and acquisitions. despite the fact 
that market institutions were coming into being (bankruptcy laws, the banking 
system, etc.), in reality there were no guarantees of property rights. The capacity 
of the state’s laws to regulate the processes of alliances formation was very lim-
ited. The weakness of the rule of law, which allows legal and fiscal regulations 
to be avoided and market institutions to be manipulated, is something that the 
dominant figures in the market take advantage of to strengthen their positions.
In the beginning of the 2000s, the state actively started to regain control over 
the industry and its main stakeholders. The turning point was the well-known 
Yukos case, when the state exercised the use of extra-legal regulation to protect 
its interests (Volkov 2008). One of the key issues while making new rules was the 
question of acquiring the right of access to resources. It was decided to allocate 
access to natural resources through auctions. The conduct of tenders and auctions 
at the regional level resulted in increasing barriers, hindering the entry of new 
independent players into the field. The support of state authorities and business 
relations with existing companies became necessary conditions for entering this 
sector. At the same time, agreements between the Russian companies, federal 
authorities and regions were based on complex relations among various interest 
groups (Volkov 2008). This explains the low level of interest from international 
companies, which could not meet these requirements.
As a result of the implemented reforms of the system of governance, the oil & 
gas industry shaped up as an oligarch–political industry, formed around a small 
group of large-scale financial and industrial groups: Gazprom, Lukoil, Rosneft, 
Surgutneftygaz, Bashneft.
Overall, the Russian system of governance of natural resources retains many 
loopholes for the manipulation of formal rules even today. The introduction of 
international standards can be considered as a way of solving the current prob-
lems. But practically, in a number of cases it just leads to a fuzzy regulatory frame-
work and to situations of conflict among the various rules and agents (Stammler, 
Wilson 2006). In the current study, I analyse the consequences of interaction of 
global standards, national laws and local norms, as well as identify the role of the 
non-state actors in the process of governance.
  51
5 Major findings of the 
research
5.1 SHORT REViEW OF THE ARTiCLES 
Article I. Institutional trust: the process of trust formation in Russian forest villages in 
accordance with the international system of forest certification (was published in Forest 
Policy and Economics. 2012. Volume 31, June, Pages 20-27). 
The article analyzed the construction of trust in the international system of for-
est certification. The study demonstrated that on the international level, the de-
gree of trust in the system is affected by its design features such as management 
structure and organization of the certification process, as well as by the expert 
activities of transnational NGOs and certification bodies. At the same time, at the 
local level, trust in the new system of regulation is built on interpersonal relations 
between the local community and the certified company. 
I studied the specifics of perception of global standards of forest certification 
by the local communities, as well as the way local norms influence the process 
of introduction of international standards. I analyzed in detail three cases of 
the introduction of certification in different communities in the Komi Republic, 
Karelia and the Arkhangelsk region. 
I identified several main stages of institutionalization of global standards at 
the local level. At stage one, acquaintance with the new institution, the local com-
munity compared the new rules with the existing and assessed the possibilities 
of using new resources for the expansion of their interests. The new system was 
being rationally evaluated, and at this stage one could not yet talk about the exist-
ence of institutional trust. At most, there was a personalized trust in the manage-
ment of the organizations that were undergoing certification. As a rule, this trust 
was based on experiences of previous interaction and was a kind of traditional 
confidence in a habitual environment. In stage two, which was about the real in-
troduction of the new system, the adaptation of new rules to local context and the 
rate of success of use of the new rules by the community, which they would attain 
through certification, was important. The realization that the FSC social stand-
ards promised to guarantee residents employment, regular and higher salaries, 
conservation of socially valuable forests, and the provision of firewood, lumber, 
and minor financial assistance, could be considered as the initiation of the de-
velopment of instrumental trust in the FSC, based on the revelation of interest in 
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the new system. This process was simultaneously accompanied by the spread of 
new values and norms of conduct, transformed by the global institution. Finally, 
in stage three, the evaluation of implementation of declared principles in reality 
took place. This strengthened, or on the contrary, diminished, the growing trust 
in the FSC. The following turned out to be the important factors in the process of 
institutionalization of new global standards at the local level: conformity of val-
ues, etched in the foundation of the new system of certification and local norms; 
understanding of the costs and benefits which the community will face in the 
process of introducing the system; and the availability of regular monitoring of 
the observance of new rules.
With regard to the formation of trust in the FSC certification on the part of the 
residents of forest settlements, I could say that two types of trust exist: the instru-
mental and the social. Initially, I could see the rational interest of the residents in 
the new opportunities and resources. At this stage, the local residents assessed 
the possible benefits and costs. At the same time, in the process of exercising the 
new rights assured by certification, a system of interdependence appeared: using 
the new resources, residents begin to adapt to the new rules and values. Markers 
of institutional trust in forest certification could be identified as: 1) attempts by 
local residents to use the new rights suggested by forest certification (for example, 
conservation of socially-significant forests), 2) increasing attention paid to envi-
ronmental problems, 3) participation in discussion and actions realized through 
forest certification, and 4) cooperation with the organizations promoting  forest 
certification.
It was important to note dependence of trust-building in the FSC certification 
process on the abilities and capacity of the local communities to be involved. This, 
in turn, depends on the trust of the local residents in the new institution and 
their willingness to implement the new rules in their own practices. In all of the 
cases examined, the development of trust in the new system was complicated by 
the general instability of the economies of the settlements, with the concomitant 
collapse of social relations and weakening of cooperation between the residents 
themselves.
Based on these articles, I made general conclusions regarding the companies’ 
strategies under the conditions of regulatory pluralism and the role of the non-
state actors in the regulatory process.
Article II. Forest auctions in Russia: how anti-corruption laws facilitate the development 
of corrupt practices (published in the book Environmental Crime and Corruption in 
Russia: Federal and Regional Perspectives. Ed. By S. Stoecker and R. Shakirova. Routledge 
Transnational Crime and Corruption. 2013. Pp. 42-62.  ISBN: 978-0-415-69870-2).
In this article, I studied the vector of development of the law which determined 
the companies’ right of access to forestry resources. The law makers gradually 
introduced new amendments to this law to maximize its fulfillment conformant 
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with its goals – the reduction of corrupt practices in the distribution of forestry 
resources. Primarily, they detailed the procedures for forest tenders: closed ten-
ders were cancelled, the state body, which held those tenders, was changed, the 
period of leases was extended and the terms and conditions of distribution of 
information about the tenders were clarified. Since 2007, the only way of acquir-
ing a forest lease has been through auctions, which were to be held under the 
auspices of the Regional Committee for Natural Resources. This helped remove 
the vague criteria for selection of participants, which could be manipulated in 
earlier times by the members of the commission, and put an end to the practice 
of collusion between the regional administrations’ representatives and the busi-
nesses. Finally, in 2009, systematic recommendations for holding forest auctions 
were ratified, which were intended to give a detailed format for the process of 
holding such auctions. But the new law did not eliminate corrupt practices in the 
forest sector, but rather led to their transformation. If earlier the collusions were 
among buyers and sellers, now they were more aggressively used among the 
various potential buyers. 
In the article I explained the causes of this phenomenon. I analyzed external 
factors concerning the features of regulatory institutions such as: the level of dis-
cretion of officials; the presence of barriers to entering the auctions; the forms of 
auctions and their transparency. But it was not enough to fully explain the causes 
of law transformation. That is why I also used the anthropological approach to 
the study of law. Viewing corruption from the perspective of the corrupt actors, 
I explored the mechanisms by which corruption became entrenched in society’s 
everyday life.  Based on similar research (de Sardan 1999), I have revealed four 
main logics that legitimize corruption. They gave rise to specific types of behav-
ior, in accordance with which corrupt behavior began to be considered as part 
of the societal norm.  First, informal relations were considered as the way to 
preserve certain enterprises which played a significant social role in local com-
munities. Second, under conditions of high volatility and changeability, informal 
relations were utilized by participants as insurance against risk. Third, assistance 
to friends was considered as a more important factor then the correct implementa-
tion of law. Fourth, in a situation where everyone else used informal negotiations, 
a company was forced to employ informal negotiations with other businessmen 
or government officials in order not to be squeezed out of the market. As a result, 
the law, which was meant to eliminate one kind of corrupt practice, inevitably 
gave birth to other corrupt practices when other social orders, existing in society, 
legitimized corruption. 
This research was based on qualitative methodology: analysis of documents 
concerning the implementation of forestry auctions and tenders as well as semi-
structured interviews with their participants. 
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Article III.  The adventures of global standards in Russia: the implementation of FSC 
certification in Russian forest sector through the concept of global legal pluralism (published 
in the Journal of Legal Pluralism and Unofficial Law. 2013. Volume 45 (3). Pp. 340-356). 
The article was dedicated to the introduction of international standards of Forest 
Stewardship Council certification (FSC certification) in Russia. The FSC was in-
stituted by NGOs as a form of extra-governmental regulation in response to the 
failure of the intergovernmental systems to prevent forest destruction. It consists of 
economic, environmental, and social rules that are aimed at regulating the activi-
ties of the forestry business. The implementation of global standards in the Russian 
forestry business has stimulated a situation in which a variety of regulations - state 
laws, international standards, and local regulations - coexist within the same legal 
space. It has resulted in conflicts between state and non-state regulation systems. 
These conflicts were not caused only by contradictions among formal rules, but 
also due to competition between the agents of various regulatory systems. The 
goal of this article was to analyze the interaction of the various rules and agents 
and highlight the main implications of this situation, vis-à-vis the regulatory en-
vironment and the creation of lawmaking authority in a globalized world market.
I identified several primary strategies of non-state agents such as NGOs and 
companies regarding the resolution of existing contradictions. First, it was infor-
mal agreements of companies with state authorities. The representatives of the 
leskhoz (forest management unit) met the company managers halfway, permit-
ting them to retain some elements of biodiversity on cutting allotments, or not 
to cut down some forest plots that were the most valuable from an ecological 
perspective. In some cases, such agreements were based on an informal pay-
ment made to a forest management unit. Second, it was formal agreements of the 
NGOs and companies with state authorities. These agreements have generally 
included the settling of some of the issues that had been taken up by the NGOs 
or companies. In response, NGOs and businesses received preferential treatment, 
which enabled them to meet FSC standards legally. Third, it was participation of 
non-state actors in the workings of advisory bodies, functioning within the state 
bodies. In the course of long discussions, a set of amendments was elaborated and 
agreed upon with the representatives of Rosleskhoz. 
Research has shown that in spite of the wide spectrum of interaction mech-
anisms, they were ineffective channels for the legal expansion of non-govern-
mental initiatives. One reason was that the various interest groups (NGOs, busi-
nesses, state authorities) established different goals for their participation in the 
meetings. Also, it is important to note the lack of authority in the inter-sectoral 
areas. Even proposals agreed at the level of Rosleskhoz often remained unimple-
mented later on, which underlines their dependence on the higher authorities 
and the non-transparency of the decision-making chain. Finally, in many cases, 
the story concerning the work effectiveness of one or another inter-sectoral area 
was connected with the personal factor, when a change of a department head 
affected the results.
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Article IV. Oil companies, reindeer-herding communities, and local authorities: rights 
to land from the perspective of different stakeholders (published in The International 
Indigenous Policy Journal. 2014, Volume 5, №4. Article 2. Retrieved from: http://ir.lib.
uwo.ca/iipj/vol5/iss4/2).
The article was focused on the consideration of land disputes between the oil 
producers and reindeer herders and the methods of their resolution. The pur-
pose of this study was to analyze how the settlement of such conflicts was 
achieved, by what legal or quasi-legal reasoning their participants were guided, 
and what influenced the selection of one or another strategy in conflict settle-
ments.
The empirical base of the research was the Nenets Autonomous Okrug (NAO) 
The specificity of NAO was connected with the fact that a considerable part of the 
population consisted of indigenous low-numbered Nenets people practicing the 
traditional way of life and engaging in reindeer-herding. In this context, one of 
the problems of the okrug was the necessity to find a balance between the inter-
ests of the local communities, whose way of life was based on a close connection 
with nature, and companies dealing with industrial mining operations. 
 I used the anthropological approach to the consideration of these problems. It 
included the analysis of several layers: ideology and culture; legal regulation; and 
actions during the implementations of the rules combining the previous layers. It 
considered the perception of legal norms by the different social groups. Various 
groups of participants could have different ideas about the rules concerning the 
use of the same subject. From the point of view of anthropologists, it was not the 
availability of formal rules for the possession of objects that was important, but 
their legitimation by all the participants in the relationship.
One of the main questions in these disputes was the way to calculate damages 
for local communities from oil-drilling activities. It was possible to estimate the 
amount of the compensation:  1) through official state methodology; 2) through 
non-governmental mediators; 3) by way of direct negotiations and agreements, 
i.e., without any intervention of a third party. However, in most cases the oilmen 
and the reindeer herders resolved their disputes by means of direct negotiations, 
without involving a third party and formal methodology. In most cases, one 
could speak of the «strategy of peaceful coexistence», when the reindeer herders 
agreed to the conditions proposed by the oilmen: in other words, the amount 
of compensation was proposed by the company. Neither the representatives of 
the state authorities nor the experts from the NGOs knew the exact amount of 
assistance provided. There was only one case, in which reindeer herders tried to 
advance their own requirements, which used the formalized method of evalua-
tion and settlement in a court. 
In general these negotiations between oilmen and reindeer herders were char-
acterized by opaqueness and were situational. As a rule, these agreements were 
short-term in character and their conditions were revised every year. They were 
regulated, to a large extent, by informal norms and impressions of justice rather 
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than by formal rules. It brings into question the sustainability of this model of 
relations. 
The research is based on qualitative methodology. It included: interviews with 
reindeer-herders, managers of companies, representative of state authorities, ex-
perts with NGOs; and analysis of documents (legislation, contracts between com-
panies and herders, recommendations). 
5.2 THE ROLE OF NON-STATE ACTORS iN GOVERNANCE 
OF FORESTRY AND OiL & GAS SECTORS iN RUSSiA 
Regulatory pluralism was strengthened in the age of globalization. Legal and 
quasi-legal authority became more dispersed and fragmented. Some of the state’s 
legal authority has shifted to other political areas. Many more effective forms of 
enforcement, used by non-state actors, have emerged. The corporations and NGOs 
have attained more formalized tools of participation in the regulatory processes.
The following non-state initiatives became popular in Russia in the field of use 
of natural resources. First of all, these are the codes of conduct, which determine 
the primary principles of corporate activity. These are the principles developed by 
the companies themselves. Usually, these include the declaration of obligations by 
the company towards its partners, consumers and local communities. Most often 
these Russian corporate standards are copied from codes of international com-
panies and adapted to Russian conditions. Secondly, it is the initiative regarding 
the disclosure of information and accountability of company’s business, such as 
the GRI. This is the methodology of disclosure of information, which enables the 
companies to inform about their activities regarding the betterment of economic, 
ecological and social performance and strategies, and designed to enhance them. 
Thirdly, it is the systems of ecological and social management, which assume 
that the companies should abide by certain standards and should receive green 
certificates in return (ISO 14000, OHSAS 18000, EMAS). The given systems of cer-
tification are universal for any industry and offer common tools of governance, 
mainly, of ecological risks. But they only offer general recommendations and do 
not determine specific activities of the companies. Fourthly, these are the industry 
specific systems of certification, promoted by the NGOs and businesses: the FSC 
and PEFC in forestry sector, MSC for marine mining. Unlike general systems of 
management, the industry specific systems assume stricter requirements from 
the companies and maintenance of a certain level, below which the certificates 
are not issued. 
All of these initiatives strengthen the capabilities of the companies to imple-
ment internal control and self-governance. They require supplementary effort in 
the collection and systematization of data about the company’s activities, crea-
tion of new organizational structures, personnel training and interaction with 
the stakeholders. But these initiatives have different levels of influence over the 
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level of corporate self-governance, as well as provide different opportunities for 
remaining groups of actors to influence the company’s activities. The most power-
ful in this regard are the systems of certification, because they require changes of 
the production process in the organization. 
different initiatives attained popularity in different sectors. The structure and 
specifics of the industry and its significance for the national and global economy 
influence the specifics of the development of non-state governance. In the given 
study, this problem was considered using the examples of forestry and oil & gas 
sectors. despite the fact that in both of these sectors the main role belongs to 
the state, they offer two different models of participation of non-state actors in 
governance. 
In Russia, the application of global ecological and social standards started in 
the forestry sector. This happened because the felling of trees came into focus 
around the world. The Russian timber industry was export oriented, so accord-
ingly it had to take the requirements of international consumers into consid-
eration. In 1995-1996, the markets boycotted the timbering of old-growth forests 
in Karelia. Some transnational NGOs organized these boycotts, which targeted 
Finnish and Swedish companies such as Stora Enso, UPM – Kymmene, who were 
engaged in timbering. The NGO activists conducted information campaigns and 
stamped the old trees to complicate their sale in the western markets. They also 
organized flash-mobs. Flash-mobs included activities like tying themselves to 
the trees marked for felling (Tysiachniouk 2009). A little latter such boycotts also 
took place in Archangelsk region. These campaigns forced the companies to alter 
their plans about harvesting trees in the disputed areas. These campaigns forced 
a change in international trade relations towards the suppliers from the coun-
tries with transitional economies. The international buyers started implementing 
stricter ecological controls for their Russian suppliers (Tysiachniouk 2010). 
Simultaneously with protests and campaigns, attempts at introducing systems 
of certification in Russia took off. The initiators of the development of FSC certifi-
cation in Russia were such transnational NGOs as the WWF and Greenpeace. The 
national initiative for the development of FSC certification in Russia was launched 
in 1998. The Russian branches of Western companies attained the first FSC certifi-
cates in 2000. It was enterprises of Price-Batch Ltd, Timber Production, dammers, 
and Herlitz. Already by 2007, Russia was second after Canada for the number 
of certified forests. Now in the Russian forestry sector, the non-state system of 
forestry certification plays a significant role. The system of certification was most 
attractive for large-scale companies which trade in the international market. The 
spread of use of certification gave the NGOs and local communities a chance to 
influence the companies. In the local communities, there were not many examples 
of residents successfully using the certification standards to safeguard their own 
interest, which was the conservation of socially significant forests. The NGOs 
more successfully used the system of certification to safeguard old-growth for-
ests and the conservation of bio-diversity during logging. They would discover 
logging in old-growth or socially significant forests, and would contact the FSC 
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bodies requesting the revoking of the green certificate from a particular company. 
This would quickly affect the company’s position in the international markets. 
In one of the studied cases in Karelia, the state authorities also contacted the FSC 
office to influence a company. The NGOs used international standards to force 
Russian forestry legislation into line with ecological requirements (Kuliasova, 
Kuliasov 2002; Tysiachniuk 2010).
The widespread use of certification became a reason for the conclusion of 
partnerships between the NGOs and the companies. These partnerships were 
designed for corporate personnel training as part of the new standards of work. 
These partnerships also helped in the coordination of a number of global stand-
ards with state system of forestry governance, and made Russian forestry legisla-
tion more eco-friendly. 
In the oil & gas sector, the state played the key role, leaving very few oppor-
tunities for non-state actors to influence the regulation of the sector (Frynas 2009; 
Novikiva 2010). At the same time, many oil & gas companies (Gazprom, Rosneft, 
Lukoil, Surgtoneftygaz etc) cannot be considered as private actors, because a large 
part of their shares belong to the state and the state’s representatives . This situ-
ation is not only characteristic for Russia, but for many other countries as well. 
There are no global standards for the oil & gas sector as there are standards of 
certification for the forestry sector. There are regular attempts at devising global 
regulatory standards for the oil & gas sector. Examples of such attempts are the 
inter-governmental standards of the Arctic Council or the system of certification 
of oil production, Equal Oil, which is being developed by the NGOs. But these 
attempts are yet to lead to the creation of effective regulatory tools. This is be-
cause oil is a strategic, non-renewable resource. It is used not only as an economic 
resource, but also as a source of political influence. The broadly used oil & gas 
sector international initiatives (Global Compact, GRI, and ISO 14000) do provide 
for increased transparency in the activities of the companies, but they have no 
mandatory influence. These initiatives are not industry specific (Frynas 2009). 
They are also broadly used in other Russian industries. 
The standards which are most influential in the global oil & gas industry are 
widely used in the Russian oil & gas sector. The World Wildlife Fund carried out 
a survey to assess the level of use of these initiatives in Russia, including their 
use among the oil & gas companies. The experts selected the largest companies, 
whose oil and gas production in Russia exceeded 3 million tons in 2010. Out of 
the surveyed companies, 62% had introduced the practice of social accountability 
as per the system of GRI (Schwartz and others 2012). The main feature of these 
reports is that the information regarding ecology is more detailed: the compa-
nies present more statistical data and describe their system of management of 
ecological risks. At the same time, none of the companies have disclosed their 
system of social projects management or the amounts spent on social projects. 
The managers of the companies explain this secrecy by stating that the disclosure 
of amounts spent on social projects in different regions might lead to conflicts 
with the regional authorities. The ecological management system ISO 14000 has 
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become more popular among the Russian oil & gas companies. According to data 
from the Wildlife Fund, 92% of the largest Russian oil & gas companies have rel-
evant certificates (Schwartz and others 2013). ISO stimulates the companies to pay 
more attention to ecological aspects of business, as well as the issues related to 
labour safety. The GRI and ISO standards provide opportunities for inter-sectoral 
dialogue, because they presume that the performance of the companies would 
be publicly discussed, but in Russia, such platforms do not function effectively. 
The NGOs rarely get any reaction from the companies in regards to their obser-
vations. 
For the Russian oil & gas sector, a low level of response to NGO communi-
cation is very characteristic. In Russia, the regulatory role of the NGOs in the 
oil & gas sector is very minor. during the interviews, whenever we asked the 
interviewees from the oil & gas companies about the influence of the NGOs, we 
got a surprised response, as if the question was not understandable. The insig-
nificant level of influence and control from the NGOs was also affirmed by the 
data resulting from a professional survey, according to which the NGOs play 
a minor role in the stimulation of social responsibility by the companies when 
compared to the other factors such as investors’ demands, state authorities’ de-
mands, and the expectations of the local affected communities. The consequence 
of this situation is a low level of interest from the social organizations towards the 
implementation of corporate social and ecological plans. Attempts by the NGOs 
to establish partnerships with oil companies to implement social initiatives and 
develop social programs for local communities face scepticism and distrust from 
the businesses. In spite of this, in Russia there are examples of successful cam-
paigns organized by the NGOs against oil companies’ projects. In the beginning 
of 2000s, the Vakhta Sakhalina NGO, in association with other social organiza-
tions, succeeded in forcing a change in the route for the underwater pipeline be-
ing built by Sakhalin Energy. In its initial plan, which was approved by the state 
authorities, the route was supposed to pass through the habitat of endangered 
grey whales. The Baikalskaya Volna (Baikal Wave) NGO, with a broad base of 
support from the community, (society) succeeded in halting the construction of 
the Vostochnaya Siber - Tikhy Okean (Eastern Siberia – Pacific Ocean) oil pipe-
line, which belonged to the Transneft oil company, along the shores of Baikal. In 
a number of cases, under NGO pressure, the oil companies had to change their 
means of drilling and transportation of oil to more eco-friendly methods. In all 
of these cases, the Russian NGOs used various pressure mechanisms, from pe-
titioning, to the Procurator’s office, to instruments of market influence. The lat-
ter approach included involving the funding banks (for example, the European 
Bank of Reconstruction and development) and pressure through shareholders 
and investors, which included mass media campaigns damaging the company’s 
reputation, and, consequently, a decline of the share value in the financial mar-
ket. despite having limited possibilities of influence on the oil & gas companies, 
the NGOs still carry out monitoring of the companies and organize campaigns 
against the most disputed projects. 
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The forestry and oil & gas sectors offer two different models of responses 
to regulatory pluralism, based on the specifics of the industries. In the forestry 
sector the level of regulatory pluralism is higher, because this sector has more 
formalized tools of non-state governance. In the oil & gas sector the market tools 
of influence have less effect. 
depending on the specifics of their industrial structure, the companies de-
velop various models in response to regulatory pluralism. In the forestry sector, 
the companies are more interested in forming partnerships with the NGOs and 
in the coordination of global standards with Russian legislation. In this sector, the 
NGOs have more formal pressure points on the businesses. In the oil & gas sector, 
the key player is the state, which determines the basic rules for the companies. In 
both cases, the companies usually establish paternalistic relations with the local 
communities, not considering them as significant stakeholders.
At the same time, in the forestry and oil & gas sectors the application of state 
and global standards is carried out under the influence of local norms and cus-
toms. This leads to a certain distortion of the formalized rules in accordance with 
the ideas of the stakeholders. So, in the studied cases, only a fraction of the global 
standards of forestry certification were regularly implemented. These standards 
either coincided with the existing practices or were financially beneficial for the 
companies. In the studied cases, the implementation of parts of the new require-
ments was initiated only before the auditors’ visits. In part, it was due to the fact 
that under the conditions of semi-destruction of the infrastructure of the forest 
establishments, economic efficiency was taken into account as a more significant 
aspect as compared to ecological aspects. The same applies for the enforcement 
of state laws. In some cases, the companies pretended to observe the laws, abid-
ing by only the obvious requirements, completing the projects with quasi-legal 
practices. This was possible because of the absence of effective controls over the 
implementation of rules in the state or non-state system of governance, as well 
as because of widespread societal expectations which legitimized such conduct. 
Economic efficiency was taken into account as more significant than the ecologi-
cal or legal aspects of the company’s business. 
5.3 EXPLAiNiNG REGULATORY PLURALiSM: iNTERAC-
TiON OF STATE LAWS, iNFORMAL NORMS AND GLOBAL 
STANDARDS 
The current study was dedicated to regulatory pluralism and the capacities of 
the companies to tackle it. during the study we took into account different types 
of regulatory pluralism: 1) interaction of state laws and informal social norms; 2) 
interaction of state laws and global standards; 3) interaction of global standards 
and informal social norms. The main objective of the study was to show how the 
companies and other non-state actors participate in the structuring of the regula-
tory environment. The study was conducted using the example of the field of use 
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of natural resources in Russia, which shows clear examples of combinations of 
different norms and rules. From the point of view of the regulatory vector of the 
institutional theory, attention was paid to external factors that depict regulatory 
pluralism, such as capacities of the various regulatory systems and the organiza-
tional capabilities of companies. The comparison of various sectors (forestry and 
oil & gas) showed that the non-state actors have multiple opportunities to partici-
pate in the regulatory process in various fields, as well as identifying the main 
influencing factors. From the point of view of the cognitive vector of institutional 
theory, it was demonstrated how the structuring of general understanding of the 
phenomenon of regulation by all of its participants takes place.  The following 
conclusions were drawn:
1. State legislation is not an autonomous phenomenon which exists by itself. 
The social environment, in which the law exists, determines the possibility of one 
or more interpretations of the basic legal provisions and their practical imple-
mentation. The social environment, on one hand, creates the possibilities for the 
functioning of state laws. On the other, it limits their existence and determines 
the bounds of their functioning. The power of state law depends on its level of 
acceptance by the given society. So, the effects of the same law could differ from 
country to country. For example, the orderly determination of access to natural 
resources through auctions is widespread in many countries, but in others it 
would lead to corrupt practices. 
The effect of the law is strengthened or weakened by other social norms which 
exist in the same space. For example, in the land dispute between the oil compa-
nies and the reindeer herders, customs played a major role in the assessment of 
the legal situation. Customs affected the nature of the state law and influenced 
it, because the participants shaped their conduct in accordance with it. It was 
the customs which structured the rights of land use for the local communities. 
From the point of view of the reindeer herders, the disputed lands belonged to 
them, because they had grazed their reindeer on those lands for centuries. At 
the same time, they considered the state laws as a tool of pressure against the 
companies. The corporate managers were surprised that the reindeer herders 
called the lands their own, since they were considered state property. Similarly, 
the custom determined the specifics of application of the state legal system in 
the reindeer herders’ colonies. For traditional communities, distrust towards ex-
ternal institutions, including the state authorities, is very high. This was one of 
the reasons they did not want to go to the state authorities to settle the issue of 
compensation for lost lands.   
2. Law is not only a set of formal rules and mechanisms of enforcement. It is 
also the specifics of acceptance and interpretation of these rules by society, re-
sulting in certain forms of social relations. Therefore, the existence of commonly 
accepted legal understandings by members of society is important. For example, 
in the article about forest auctions, I showed that in Russia corrupt mechanisms of 
interaction are implicitly accepted by society, and this makes them a compulsory 
part of daily affairs. Based on the concept of legitimizing logic by de Sardan, I 
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analysed how various participants referred to various explanations when using 
corrupt practices. Corruption in this case was  considered not only as a tool of 
maximizing profits by bypassing others, but  also as a means of opposing other 
corrupt practitioners, bypassing inefficient bureaucratic barriers, maintaining in-
terpersonal relations in  society, and safeguarding  enterprises which were eco-
nomically inefficient, but carried lots of social significance, etc. I see similar situ-
ations in the other study, dedicated to understanding the land dispute between 
the oil companies and reindeer herders. Sometimes the companies, bypassing the 
legal requirements, started operations before getting all necessary permits, say-
ing that it was to avoid bureaucratic red tape. As a result, in some cases the land 
would already be occupied by the oil companies before the reindeer herders could 
give their official permission. Such social legitimization leads to corrupt practices 
being considered by society as not good, but as an integral part of its affairs. It 
is very common that corrupt practices of influence in Russian society are called 
by a softer term: “informal economy”. Such acceptance of corruption by society 
provides for its continuing existence. 
3. Law is not only made by the state, but by all the stakeholders involved in 
a legal relationship. We can call a situation legal if it is considered so by the re-
lationship’s participants (Ewick and Silbey 1998). The state can compile an ideal 
text of a law, but if it is not referred to by the various groups of actors, it will not 
be applicable. For example, in the land dispute between the oil companies and 
the reindeer herders, the laws which protected the rights of the local communi-
ties were only partially invoked. The parties to the conflict only referred to them 
to prove their rights, while the amount of compensation was decided through 
informal negotiations, not through formalized tools. 
Another example, which demonstrates the significance of various social 
groups within the framework of one legal system, is the situation where the in-
volved parties start using the law contrary to its essence as embedded by the state. 
For example, the law of forest auctions was meant to reduce corrupt practices 
in the sale of forestry resources. But the manipulations of the given law by the 
auction’s parties led to the transformation of corrupt practices, rather than their 
elimination.
For the law to be enforced, it is not sufficient to simply write a good text deter-
mining the rights of the parties of social interaction. These rights should conform 
to social norms and be accepted by the society. In some cases, the parties in the 
relationship must take special actions to legitimize their rights in the eyes of 
other members of the society, even if these rights are embedded in the legal text. 
For example, in the case of the land disputes between the reindeer herders and 
the oil companies, both the parties had rights to the land according to Russian 
legislation. But they had to perform special actions to legitimize their rights in 
the eyes of the other party to the relationship. For that purpose, both the parties 
used various resources; publications in newspapers, participation in round table 
meetings and conferences, interactions with the representatives of the regional 
authorities and experts from the NGOs, and direct negotiations.
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4. The state legislation is not a monolithic, unified structure, but is comprised 
of various laws and bylaws, procedures of application and control mechanisms. 
Therefore, there can be conflicts and confrontations within the law itself. First of 
all, it can be the contradictions related to the variety of social norms on which the 
law is based. The state law has absorbed the specifics of various forms of social 
life and reflects various social norms as accepted in society. For example, what 
should be used as guides for logging or the excavation of minerals, what might 
help resolve economic problems or provide necessary support for ecological sta-
bility in the region? different answers to the given questions signify references to 
different legal and social norms. Secondly, these can be contradictions at the level 
of formal rules or the procedures relating to their application. For example, Russia 
has ratified the International Convention on the Conservation of Bio-diversity, but 
some of the bylaws actually hinder bio-diversity, as I described in the provision 
about the use of global standards in Russia. Thirdly, there can be contradictions 
in the distribution of authority among the various levels of the state authorities 
that are responsible for the application of certain legal functions. For example, 
during the study of the land dispute between the oil companies and the reindeer 
herders, it was shown that the exclusion of state authorities from the settlement 
of disputes occurred because of a lack of clear authority. Primarily due to the 
specifics of territorial division, the local authorities did not have the legal author-
ity to resolve these disputes. Consequently, when this confusion was cleared, a 
tradition of settlement of land disputes through direct negotiations between the 
parties, without the state’s participation, had already been established. Fourthly, 
various laws reflect the interests of various population groups, which can also 
lead to confrontations. different groups of parties refer to different legal docu-
ments, choosing their own priorities over other state laws. This means that every 
group has some sort of hierarchy of rules and laws, some of which are primary 
for their needs and the others then become secondary. So, the oil companies pri-
marily refer to the laws about resources. At the same time, they consider the laws 
about the indigenous minority ethnic groups of the North as secondary. This cre-
ates the possibility of manipulation of laws to benefit the oil companies. 
5. In the age of globalization, regulatory pluralism has been strengthened by 
the spread of global standards. The state law turned out to be sidelined not only 
by traditional norms, but also by the new global rules, promoted by the NGOs 
and corporations. discussing the conformity of international standards with the 
state laws, we can identify three types: 1) international standards that duplicate 
the requirements of the local or state law, and in doing so, they strengthen the 
law; 2) standards that do not contradict the law, but contain supplementary re-
quirements, which are not part of the law; 3) international standards which con-
tradict the existing rules and practices of the country.
The increase in the number of rules is due to the fragmentation of social norms 
and the values on which they were based Therefore, in the article dedicated to the 
specifics of the local resident’s understanding of the global standards for forest 
certification, I show how the separate ecological values of forest certification con-
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form to the local community’s understanding about the necessity of protecting 
the environment. At the same time, the hierarchy of values of the local residents 
and international NGOs who promoted the forest certification system has dif-
fered. From the point of view of the NGOs, the ecological aspects of use of forest 
resources had to be primary, whereas for the local residents, economic efficiency 
of the use of forest resources, which provided them with jobs and ability to main-
tain the social infrastructure, was most important. The same study showed that 
global standards, usually, have the good institutional infrastructure at the inter-
national level. At the same time, at a local level, there are almost no organizations 
which could effectively enforce the standards.
6. On the basis of the study, I identify three basic models of regulatory plural-
ism in the age of globalization:
1. The state law engulfs and transforms the non-state rules (global standards and local 
norms). This is the case, when the non-state rules are amended under the influence of 
state laws and only after that are they included in the state system of governance. If the 
non-state rules cannot be adapted per the requirements of the state legal machinery, they 
are removed from social life.
2. The state law is transformed under the influence of non-state rules. In this case the state 
laws are executed in accordance with the values and goals on which the non-state rules 
are based. Sometimes, the state law is nothing more than the existing system, which covers 
the informal practices and gives them official legitimacy.
3. The state laws serve as the guide for the non-state rules. This is the case when non-state 
rules are included into the state system of governance and help adjust the existing state 
laws. In this case, the state law’s own elements serve as the channels of induction into 
the state system. This can happen through the passing of intergovernmental conventions 
or reforms of state systems of governance.
In reality these three models do not exist as well defined, separate entities, but 
are blended with each other. 
7. The situation of legal pluralism challenges the classical dichotomy of legal 
/ illegal. Since the subject exists under the simultaneous influence of differing 
legal systems, the regulation begins in its own way to design its own legality, 
focusing on the different, contradictory demands. This increases the uncertainty 
of the legal environment. The construction of legality, in this case, is regarded as 
a continuum between policy that is perfectly legal and policy that is completely 
illegal. There are many different practices that vary in their degree of compliance 
with the various legal constructs (Berman 2007). This can lead to ever increas-
ing informality in the various actors’ activities (Stark, 1989). At the same time, in 
some cases informal practices help the companies in fulfilling the requirements 
of the formal rules and in maintaining apparent legality. Here we can point out 
two main situations. Situation one:  when the companies refer to the informal 
practices to be able to fulfill the requirements of the formal rules. For example, 
in the case of forestry certification’s introduction, some of the companies had 
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to act through informal agreements with the forest establishments to conserve 
bio-diversity and to not log the whole area, as was then required by Russian law. 
The second situation is completely opposite from the first one. In this case, the 
companies fulfilled their external formal requirements, but in doing so distorted 
their essence. In conducting forest auctions, some of the companies maintained 
their apparent legal cover, seemingly observing all of the requirements of the law, 
but at the same time they conspired with other companies or with authorities. 
In the example of the land disputes between the oil companies and the reindeer 
herders, the companies technically fulfilled their formal requirements while con-
ducting public hearings before the start of oil production, but those hearings were 
scheduled in such a way that practically none of the interested parties could take 
part in them.
8. The coexistence of various standards, laws and norms in a single legal space 
does not only mean there are contradictions between differing rules. It also leads 
to competition between various agents who promote the select rules and monitor 
their execution. This translates into a competition between the agents of differing 
systems to increase their level of influence on those subjects being regulation. In 
the article about the introduction of the global standards of forestry certification, 
there was just such a competition for monopoly of knowledge between the state 
officials and the NGO experts. The state officials sought to be the sole controlling 
authority. The expert knowledge of the NGOs’ representatives and certification 
bodies became an alternative to the bureaucratic knowledge. At the same time, 
due to the lack of a strict hierarchy among the experts, unlike the state system, 
a variety of interpretations of non-state standards and the methods of their in-
troduction appeared. This meant that competition increased not only between 
the officials and the experts, but also inside the expert community itself. This 
resulted in a weakening of institutional authority among the agents of the vari-
ous systems.
9. The emergence of a large number of regulatory centres led to the transfor-
mation of relations between the regulators and those being regulated. A firm’s 
conduct was now guided by a multitude of different regulatory systems. At the 
same time, some of the regulations, apart from state legislation, were also for-
malized. In such cases, the subjects of regulation (firms) needed to make a choice 
between which mechanisms guided their conduct. This required the actors to be 
able to balance and manoeuvre between them. As companies are forced to oper-
ate under the demands of different regulatory systems, it confronted them with 
the problem of reconciling different rules. As expressed in one of our interviews, 
the companies were acting as melting pots, which were used to mix all the rules 
and norms existing in their given space. The companies themselves redefined 
these rules, coordinated them internally, and executed them in certain manners. 
The company took part in the development and interpretation of the new rules, 
which determined the limits of its own possible activities. We can identify various 
basic methods which the companies operate under in conditions of regulatory 
pluralism.
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– The companies introduce the rules, which are implemented from the top. This is the case 
where the companies directly fulfil the regulator’s requirements. But even in this case, they 
still have space for redefining these rules. The interpretation of rules within the company 
takes place while keeping in mind not only the regulator’s requirements, but also the com-
pany’s own organizational potential, the conduct of other companies, and social expecta-
tions. All of this influences how the rules can be used in practice.
– The companies participate in the coordination of various rules or in their formalization. In 
this situation, the companies are forced to refer to the requirements of various regulators, 
which often contradict each other. In such cases, they use various strategies to eliminate 
the existing contradictions. For example, the Russian sub-divisions of western corporations 
fulfil the requirements of Russian laws while ignoring some of their own corporate stand-
ards, which contradict or set additional requirements when compared to the Russian laws. 
Another example is the situation where companies try to legalise global standards within 
the system of Russian state governance. It encourages them to participate in the discussion 
of state laws and non-state standards, to act with their own initiatives, and to initiate formal 
and informal agreements with public authorities.
– The companies develop their own rules or take part in the making of rules together with 
the organizations as partners. This is the case, the companies develop their own corporate 
codes, which regulate their business, or create systems of certification together with the 
NGOs. Usually, the development of such rules is due to the endeavours of the companies to 
standardize the activities of their sub-divisions or to create more beneficial (safer) conditions 
for themselves in the market.
All of this shows the strengthening of the role of the firms in the regulatory 
processes.
10. Regulatory pluralism provides for lots of flexibility in the regulatory pro-
cesses. It helps adjust the state rules and helps to increase their efficiency. At the 
same time, it increases the level of uncertainty in the playing field. The actors 
have the opportunity to refer to various rules and standards, depending on the 
particular situation. In states with weak regulatory capacity or poorly developed 
civil society, this creates an opportunity for the manipulation of various rules. In 
Russia, this situation is amplified due to the high level of variations in the state’s 
own legal system. The state continuously keeps changing the rules of the game 
and makes new laws. Such legal unrest weakens “transparency” in the existing 
legal environment. The citizens do not consider the state’s legal system as a de-
pendable one. Simultaneously, the structure of governance for the use of natural 
resources also continuously changes. This leads to the absence of effective control 
of observation of laws by the state authorities. At the same time, there are no 
developed mechanisms for observation of law enforcement from civil society’s 
side. The weakness of state legislation strengthens the competition between other 
regulatory means and leads to the coexistence of various regulatory regimens 
within the same state. 
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5.4 THE ROLE OF THE COMPANiES iN THE STRUCTURiNG 
OF LAWS 
The current study can be seen as an attempt at studying the actions of regula-
tion from below, using the firms’ daily practices as the point of departure. I strive 
to show how various rules merge into a hybrid in practice, and what the role of 
the non-state actors in this is. Therefore, the main focus of the study is on the 
companies, who must respond to modern regulatory challenges in the course of 
running their daily affairs. In the current study, I gave most attention to the spe-
cifics of social regulation of companies, i.e., to the social and ecological aspects of 
the company’s business. Organizational compliance includes the interpretation 
of rules within the company, coordination with the actions of other actors, and 
implementation of these rules. In the course of fulfilling the regulatory require-
ments, the companies and other non-state actors form a common understand-
ing of laws and regulations which are then implemented in practice. It is this 
interaction of state and non-state actors during the development, interpretation 
and implementation of rules which forms the phenomenon of regulation. If the 
regulators’ requirements are not upheld by the companies, for to any reason, it 
can lead to the collapse of the regulatory system and the formation of alternative 
centres of regulation.
From the viewpoint of the regulatory aspect of institutional theory, the com-
pany’s motives have an important role, as well as its organizational capacities 
and the specifics of the regulatory institutions. Contemporary global regulatory 
systems are focused on changes in corporate business. They try to transform the 
corporate economic motives into social and normative ones as well. The global 
regulators use economic stimulators to force the companies into accepting the 
new norms of commercial activity. By creating better economic conditions for 
socially responsible companies, the regulators attempt to mandate companies 
to focus on new norms. The attempts by the companies to adapt to new require-
ments are the consequence of changes in the regulatory framework. The compa-
nies are forced into becoming multi-purpose organizations, which are not only 
focused on achieving financial targets, but also are integrated into ecological and 
social frameworks. 
 Changes in corporate strategies and organizational structures are a conse-
quence of the emergence of new standards of conduct. To be able to conform to 
a continuously tightening regulatory framework, the companies have to alter 
their conduct. As they increase their number of contacts with the various stake-
holders, they pay more attention to providing information about their business 
to the public, and assess the success of their performance not only on the basis 
of financial, but also social criteria, and continuously train and retrain their per-
sonnel. The companies’ strategies become more flexible because they are forced 
to manoeuvre between the requirements of diverse groups and communities, 
such as consumer rights’ societies, ecological organizations, and trade unions. 
The introduction of global standards forces the companies to adapt global rules 
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to their local operations, develop their own methods for implementation and 
strengthen their dialogue with the NGO experts and state authorities. The com-
panies pay special attention to forming partnerships with the various actors who 
then can help them in complying with the challenges of legal pluralism. These 
partnerships can be formalized, as well as be based on informal communications. 
Signing a partnership with a NGO helps the companies in adapting and introduc-
ing global ecological and social standards. Interactions with state authorities help 
in integrating the global standards into the system of governance. Interactions 
with the local stakeholders help the companies in better understanding the spe-
cifics of the social norms.
As far as the company’s own transformations are concerned, the most impor-
tant are the changes to enhance the flexibility of their organizational structures. 
In many companies, a flexible model becomes the most efficient organizational 
structure. In this model, there is the creation of a working group for every par-
ticular project. After accomplishing the aims, the working group is dissolved. 
Such flexible structures enable the companies to swiftly react to continuously 
emerging requirements by the various regulators. At the same time, it makes the 
boundaries of the global firm less defined. In order to maintain control over such 
 flexible modules, special attention must be paid to the development of coordinat-
ing structures. The duties of such structures include the adjustment and coordi-
nation of the actions of various departments regarding fulfillment of the most 
diverse rules: economic, ecological and social. These coordinating structures are 
designed to maintain the balance between the vertical hierarchic structure in-
side the company and the increase in horizontal contacts outside the company. 
They act as supplementary controls within the company, which strengthens the 
company’s capacity to self-regulate. This way, the organizational structures of 
the companies become micro-brackets, which can handle the more serious insti-
tutional changes that are taking place in the regulatory field. From the point of 
view of the cognitive vector of institutional theory, it is important to note how the 
social and legal values are set, which are then referred to by the companies and 
other actors. The companies not only fulfill the requirements of the regulators, 
they also take part in the interpretation of those of specific significance to them 
and develop practices of observance. Using P. Ewick and S. Silbey’s approach, I 
have identified a few main strategies which are applied by the companies to ma-
neuver across the requirements of various regulators (Ewick, Silbey 1998). They 
reflect the main methods of the companies’ formation of legal accommodation 
for their businesses in the context of regulatory pluralism. 
Law as an external dominant. This idea is based on the assumption of the 
superiority of formal rules over informal norms. Laws in this case are external; 
in the view of the companies, rules which are implemented from above and de-
termine the company’s actions. Law and other formal rules are considered to be 
compulsory. Within the framework of this approach, the companies and other 
non-state actors handle regulatory pluralism by means of formal agreements and 
amendments to the formal rules (state laws or international standards). For exam-
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ple, the companies and the NGOs, while tackling the contradictions between the 
global system of forest certification and existing Russian legislation, concluded 
formal agreements with the regional authorities. They also acted through the 
Social Forest Council to make the necessary changes to the state rules of use of 
forest resources on the federal level. But in reality, it was nearly impossible to 
implement this approach, because even the formalized rules have contradictions 
among them which cannot always be resolved through formal agreements. 
Law as a strategy: In this approach, we consider law as a tool which can be 
used for creating more beneficial conditions for oneself and to promote personal 
interests. For example, the companies and other groups of actors can promote 
and selectively use the rules which most benefit them. For example, the logging 
companies tried to integrate the global standards, which focused on the conserva-
tion of bio-diversity, into the state system, because these standards enabled the 
companies to execute selective logging, which was financially beneficial for them. 
The extreme case of this theory is the manipulation of laws. This means that the 
formal structure can contain informal practices which contradict the initial aims 
of the formal rules. Good examples of such situations would be the conduct of the 
forest auctions, or the public hearings while distributing land for oil production. 
This created a situation of legal nihilism. 
Law as an infrastructure: in this case we consider law as a pathway for making 
a hybrid version of various rules. This is the situation when companies and the 
NGOs attempt to integrate international standards into the state’s existing system 
of governance or to formalize the local norms. In this case, elements of the state’s 
system of governance serve as channels for the legalization of non-state norms. 
The companies attempt to coordinate the existing rules, but they themselves are 
bound by the effect of these rules. For example, it can be the sub-divisions of 
western corporations which take guidance from their home office’s corporate 
standards, but are forced to coordinate them with national legislation. It helps, 
in part, to bring together the various regulatory centres and to create a hybrid 
regulatory framework. 
To better understand the difference between these three approaches, the fol-
lowing metaphor is useful. I compare the structuring of the companies’ percep-
tion of legal requirements and significance, under the conditions of regulatory 
pluralism, with the construction of a house. To begin, the laws (and quasi-laws) 
are like the framework of the house, which determines all of the builder’s sub-
sequent activities. The companies refer to the parameters, which have been set 
externally. Secondly, it is the material which is used to build the house. The com-
panies can select the materials to use for the various parts of the house at their 
own discretion. Lastly, laws are like the house’s internal infrastructure (electrical 
wiring, water supply, drainage), i.e., the things which make this house liveable 
and enables it to function. All three proposed types of interactions by the com-
panies with the law can exist in a single social space.
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6 Conclusions
This study was dedicated to the specifics of regulation in the era of globalisation. 
Its main characteristics include: fragmentation of social norms, which are the 
basis for the formal rules; creation of various non-state authorities with coercive 
leverage, and the reduction of state’s bodies in the role of the regulatory process. 
Regulatory pluralism is one of the most significant aspects of modern day regu-
latory processes. In this scenario, a multitude of rules, which belong to the vari-
ous regulatory systems, regulate the actors’ (stakeholders) behaviour: the parent 
systems include state laws, local norms and global standards. Three different 
problems come into focus during the analysis of regulatory pluralism: 1) the role 
of non-state actors in the regulatory processes under regulatory pluralism; 2) the 
reaction of the state authorities towards the development of non-state regulation; 
3) consequences of the development of various state and non-state rules for the 
legal framework.
The main idea behind this study was to analyse the companies’ behaviour 
under regulatory pluralism, as well as to show the role played by the companies 
and other non-state actors in the structuring of the regulatory phenomenon in 
modern society. This study is necessary because in practical life the process of 
hybridization or coordination of various rules takes place at the level of the sub-
jects of regulation, which fulfil these rules in a certain manner. The field of use 
of natural resources in Russia was selected as the empirical base for the study, 
because this field exhibits significant examples of the combining of various rules 
and regulations. 
The study covered such aspects as the interactions between the formal struc-
tures (state laws and management of natural resources as well as non-state regu-
latory systems) and companies’ business activities (the companies’ goals, their 
understanding of the law, and strategies to implement formalised rules). The 
study also considered the institutional capabilities of various groups of stake-
holders to participate in the regulatory processes. These could include: participa-
tion in the process of development and ratification of formal rules; the capability 
of coordinating various rules with each other; the capability of interpretation and 
adjustment of rules during their implementation; the existence of partnerships 
with other stakeholders to promote certain rules; and the capacity to develop 
their own rules, as well as controlling their implementation. The study showed 
that stakeholders in different sectors have different institutional capacities. For 
example, the role of non-state actors (both companies and NGOs) is greater in 
the forestry sector than in the oil & gas sector. This was due to the following fac-
tors: the sector’s strategic significance for the state; industrial particularities; the 
spread of international standards in the given sector; and existing coalitions of 
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the various groups of stakeholders in the given industry.
The situation of regulatory pluralism is based on competition among the vari-
ous regulators and forces the subjects of regulation to select from one or another 
set of rules, depending on certain conditions. Unlike traditional perceptions, this 
selection does not always favour the state laws. One of the basic questions is 
which of the rules are adhered to by the participants and why? The study shows 
that the following factors effect the companies’ strategies under regulatory plural-
ism: the ratio of profits and costs in adhering to one or another rule; the transpar-
ency of rules; the degree of control of adherence; correspondence of formal rules 
with the normative understanding of the participants; partnerships with other 
groups of stakeholders (including state authorities); and the openness of regulat-
ing bodies towards discussion and adjustment of rules. The study also covered 
the companies’ methods of forming legal understanding of their business in the 
context of regulatory pluralism. The study highlighted three different models of 
perception of rules by the companies: exact adherence to rules; manipulation of 
rules; and the interpretation of rules in the course of their implementation.
Another important problem was how the state authorities reacted to the 
strengthening of formalised non-state standards. In the majority of the cases, 
the growth of formalised non-state rules instigated a negative reaction from the 
state’s agents, because they considered it an encroachment on the state’s monop-
oly of setting rules. Three basic models of behaviour of the state authorities under 
regulatory pluralism were established: denial of the non-state rules; their infusion 
and transformation into the state’s machinery; and the partial acceptance of the 
rules. At the same time, the companies’ informal manipulations of state laws did 
not invoke a negative reaction. In part, it was due to the importance of informal 
relationships in Russia.
Finally, one additional and important problem was the consideration of the 
consequences of the ongoing processes for the legal environment. The scenario of 
regulatory pluralism has nearly erased the boundary between the legal and the 
illegal. This was because in applying various rules, the variety of means of their 
implementation increased. This led to more and more informality in the various 
stakeholders’ activities. In a state ruled by law, this could have increased the flex-
ibility of regulatory processes. However, under a weakly ruled legal state, this 
increased the possibilities of manipulation of the law and increased uncertainty 
of the legal environment. The companies had an opportunity to select the sets of 
rules which most suited them. At the same time, that company, at various times, 
could use different regulatory rules, depending on the ratio of profits to costs. 
However, such legal manipulations had their limits, determined by the frame-
work of the regulatory system, as well as by the stakeholders’ cognitive patterns. 
This meant that the behaviour of the subjects of regulation was affected by not 
only the external rules and regulations, but also the essence of these rules, as well 
as by accepted practical behaviours. 
All of the above described processes demonstrate the transformation of rela-
tions between the regulators and the firms and the strengthening of the latter’s 
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role. The companies operating under conditions of regulatory pluralism take part 
in the development and integration of the new rules, which determine the bound-
aries of their intended business. So, despite the fact that the main center of gravity 
for the companies remains  state regulations, the emergence of new forms will 
cause the formation of more complex regulatory regimens, which not only de-
termine more limitations for the parties concerned, but also better opportunities. 
Despite the number of comparisons of regulatory pluralism with the middle-ages, 
when there were many disconnected centres of governance, the modern regula-
tion arena is completely different from previous eras. The key feature of modern 
regulatory pluralism is the increase in interaction between the various centres of 
regulation. If regulation in the middle-ages could be presented as a set of sepa-
rate, isolated centres of governance, then in present times it has become a more 
integrated state centre of governance, in which non-state traditions and customs 
make their way. Currently, it is a multitude of various centres, which overlap and 
cover each other. So, the main issue becomes the question of their coordination. 
This role of coordinators is fulfilled in practice by the firms themselves. 
Future studies can be dedicated to the detailed study of the role of the com-
pany as a mediator between global standards, national laws and local norms. 
The issue of integration of the organizational strategies, which are a solution for 
regulatory pluralism, needs more attention. What are the criteria based on with 
which the companies select the rules necessary to abide under the conditions of 
regulatory pluralism? How are the selected rules legalized and promoted? What 
are the criteria for selecting the partner organizations to legalize the new rules? 
Another important issue is the change in the role and function of the regula-
tors. If part of the functions of coordination and harmonizing the various rules 
under the conditions of regulatory pluralism lies on the shoulders of the compa-
nies, it inevitably leads to the reduction of the regulator’s institutional authority. 
How do the regulators resist this? What responsive strategies do they apply to 
maintain their power? What new resources will they use? All of these can be the 
topics of future studies.
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APPENDiX 2. LiST OF iNTERViEWS 
№ Interview Data Place of interview
1 Auditor of SGS 15.02.2012 St. Petersburg
2 Auditor of Nepcon 9.02.2012 St. Petersburg
3 Director of the Russian office of the 
Forest Stewardship Council
26.10.2013 Moscow
4 Director of Priluzkiy leshoz (Komi 
Republic)
12.07.2007 Komi Republic, Priluziye
5 Director of Segezhskiy leshoz 
(Republic of Karelia)
20.01.2011 Republic of Karelia, Segezha
6 Director of leshoz, Leningradskaya 
oblast
15.10.2011 Leningradskaya oblast
7 Engineer of Dvinsky lespromhoz 15.01.2010 Arhangelskaya oblast, Dvinskoy
8 Engineer of Muezersky lespromhoz 4.07.2011 Republic of Karelia, Muezerka
9 Engineer of Padansky lespromhoz 20.01.2011 Republic of Karelia, Padany
10 Engineer of Priluzskiy leshoz 13.07.2007 Komi Republic, Priluziye
11 Expert of NGO “Silver Taiga” - 1 15.07.2007 Komi Republic, Priluziye
12 Expert of NGO “Silver Taiga” - 2 12.07.2007 Komi Republic, Priluziye
13 Expert of NGO Greenpeace – 1 21.12.2012 Moscow
14 Expert of NGO Greenpeace - 2 18.04.2013 Moscow
15 Expert of NGO WWF 17.04.2013 Moscow
16 Expert of Yasavey, NAO 24.06.2012 NAO, Naryan-Mar
17 Expert of FSC National Council 17.04.2014 Moscow
18 Head of  WWF Forest Program 21.12.2012 Moscow
19 Head of  Greenpeace Forest Program 26.10.2011 Moscow
20 Head of the Union of Timber Republic 
of Karelia
12.03.2011 Republik of Karelia, Petrozavodsk
21 Lawyer of the forestry holding, 
St.Petersburg
16.02.2012 St. Petersburg
22 Lawyer of reindeer-herding farm, 
Krasnoe
22.06.2012 NAO, Krasnoe
23 Lawyer of the oil company, Naryan-
Mar
25.06.2012 NAO, Naryan-Mar
24 Lawyer of the oil company, St. 
Petersburg
11.03.20013 St. Petersburg
25 Lawyer of Segezha Pulp and Paper 
Mill
18.01.2011 Republik of Karelia,
26 Local inhabitant -1, Dvinskoy 
lespromhoz
16.01.2010 Arhangelskaya oblast, Dvinskoy
27 Local inhabitant -2, Dvinskoy 
lespromhoz
17.01.2010 Arhangelskaya oblast, Dvinskoy
28 Local inhabitant -3, Dvinskoy 
lespromhoz
17.01.2010 Arhangelskaya oblast, Dvinskoy
29 Local inhabitant -4, Dvinskoy 
lespromhoz
18.01.2010 Arhangelskaya oblast, Dvinskoy
30 Local inhabitant -1, Horey-Ver 15.06.2012 NAO, Horey-Ver
31 Local inhabitant -2, Horey-Ver 15.06.2012 NAO, Horey-Ver
32 Local inhabitant -3, Horey-Ver 16.06.2012 NAO, Horey-Ver
33 Local inhabitant -1, Krasnoe 20.06.2012 NAO, Krasnoe
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34 Local inhabitant -1, Krasnoe 20.06.2012 NAO, Krasnoe
35 Local inhabitant -1, Krasnoe 21.06.2012 NAO, Krasnoe
36 Local inhabitant -1, Krasnoe 22.06.2012 NAO, Krasnoe
37 Local inhabitant -1, Krasnoe 22.06.2012 NAO, Krasnoe
38 Local inhabitant -1, Muuzersky 
lespromhoz
6.07.2011 Republic of Karelia, Muezerka
39 Local inhabitant -2, Muuzersky 
lespromhoz
7.07.2011 Republic of Karelia, Muezerka
40 Local inhabitant -3, Muuzersky 
lespromhoz
7.07.2011 Republic of Karelia, Muezerka
41 Local inhabitant -4, Muuzersky 
lespromhoz
9.07.2011 Republic of Karelia, Muezerka
42 Local inhabitant -5, Muuzersky 
lespromhoz
9.07.2011 Republic of Karelia, Muezerka
43 Local inhabitant -1, Nelmin-Nos 17.06.2012 NAO, Nelmin-Nos
44 Local inhabitant -2, Nelmin-Nos 17.06.2012 NAO, Nelmin-Nos
45 Local inhabitant -3, Nelmin-Nos 18.06.2012 NAO, Nelmin-Nos
46 Local inhabitant -4, Nelmin-Nos 19.06.2012 NAO, Nelmin-Nos
47 Local inhabitant -5, Nelmin-Nos 19.06.2012 NAO, Nelmin-Nos
48 Local inhabitant, Padanskiy lesprom-
hoz
19.01.2011 Republic of Karelia, Padany
49 Local inhabitant, Padanskiy lesprom-
hoz
19.01.2011 Republic of Karelia, Padany
50 Local inhabitant, Padanskiy lesprom-
hoz
20.01.2011 Republic of Karelia, Padany
51 Local inhabitant -1, Priluzskiy 
lespromhoz
10.07.2007 Komi Republic, Priluziye
52 Local inhabitant -2, Priluzskiy 
lespromhoz
11.07.2007 Komi Republic, Priluziye
53 Local inhabitant -3, Priluzskiy 
lespromhoz
11.07.2007 Komi Republic, Priluziye
54 Local inhabitant -4, Priluzskiy 
lespromhoz
12.07.2007 Komi Republic, Priluziye
55 Local inhabitant -5, Priluzskiy 
lespromhoz
13.07.2007 Komi Republic, Priluziye
56 Manager of Dvinsky Lespromhoz -1 15.01.2010 Arhangelskaya oblast, Arhangelsk
57 Manager of Dvinsky Lespromhoz -2 16.01.2010 Arhangelskaya oblast, Dvinskoy
58 Manager of FSC Certification 
Swedwood
11.07.2012 St. Petersburg
59 Manager of Muezersky Lespromhoz 
-1
6.07.2011 Republic of Karelia, Muezerka
60 Manager of Muezersky Lespromhoz 
-2
8.07.2011 Republic of Karelia, Muezerka
61 Manager of Muezersky Lespromhoz 
-3
8.07.2011 Republic of Karelia, Muezerka
62 Manager of reindeer-herding farm -1, 
Krasnoye
20.06.2012 NAO, Krasnoe
63 Manager of reindeer-herding farm -2, 
Krasnoye
22.06.2012 NAO, Krasnoe




65 Manager of Mondi Business Paper 
(Komi Republic)
11.07.2007 Komi Republik, Syktyvkar
66 Manager of Mondi Business Paper 
(Komi Republic)
11.07.2007 Komi Republik, Syktyvkar
67 Manager of the oil company -1, 
Ardalin
16.06.2012 NAO, Ardalin
68 Manager of the oil company -1, 
Naryan-Mar
25.06.2012 NAO, Naryan-Mar
69 Manager of the oil company -1, 
Naryan-Mar
25.06.2012 NAO, Naryan-Mar
70 Manager of the oil company -1, 
Naryan-Mar
27.06.2012 NAO, Naryan-Mar
71 Manager of the oil company -1, 
Naryan-Mar
27.06.2012 NAO, Naryan-Mar
72 Manager of the oil company, St. 
Petersburg
18.04.2014 St. Petersburg
73 Manager of the oil company, Moscow 19.05.2013 Moscow
74 Member of the National Initiative for 
FSC -1
22.12.2010 Moscow
75 Member of the National Initiative for 
FSC -2
22.12.2012 Moscow
76 Manager of Padansky Lespromhoz -1, 
Padany
19.01.2011 Republic of Karelia, Padany
77 Manager of Padansky Lespromhoz -2, 
Padany
19.01.2011 Republic of Karelia, Padany
78 Manager of Segezha Pulp and Paper 
Mill -1
18.01.2011 Republik of Karelia, Segezha
79 Manager of Segezha Pulp and Paper 
Mill -2
20.01.2011 Republik of Karelia, Segezha
80 Manager of Segezha Pulp and Paper 
Mill -3
20.01.2011 Republik of Karelia, Segezha
81 Manager of Segezha Pulp and Paper 
Mill -4
20.01.2011 Republik of Karelia, Segezha
82 Manager of Segezha Pulp and Paper 
Mill -5
11.05.2013 Moscow
83 Manager of a small forestry company 
-1, Priluziye
11.07.2007 Komi Republic, Priluziye
84 Manager of a small forestry company 
-2, Priluziye
19.12.2006 Komi Republic, Priluziye
85 Manager of a small forestry company 
-3, Priluziye
20.12.2006 Komi Republic, Priluziye
86 Representative of the Federal 
Forestry Agency of the north-west of 
Russia -1
12.11.2009 St. Petersburg
87 Representative of the Federal 
Forestry Agency of the north-west of 
Russia -2
28.10.2011 St. Petersburg
88 Representative of the local authori-
ties, Dvinskoy
15.01.2010 Arhangelskaya oblast, Dvinskoy
  85
89 Representative of the local authori-
ties -1, Horey-Ver
15.06.2012 NAO, Horey-Ver
90 Representative of the local authori-
ties -2, Horey-Ver
15.06.2012 NAO, Horey-Ver
91 Representative of the local authori-
ties -2, Krasnoe
20.06.2012 NAO, Krasnoe
92 Representative of the local authori-
ties -1, Krasnoe
21.06.2012 NAO, Krasnoe
93 Representative of the local authori-
ties, Muezerka
6.07.2011 Republic of Karelia, Muezerka
94 Representative of the local authori-
ties -1, Nelmin-Nos
17.06.2012 NAO, Nelmin-Nos
95 Representative of the local authori-
ties -2, Nelmin-Nos
17.06.2012 NAO, Nelmin-Nos
96 Representative of the local authori-
ties, Padany
19.01.2011 Republic of Karelia, Padany
97 Representative of the local authori-
ties -1, Priluziye
18.07.2007 Komi Republik, Priluziye
98 Representative of the local authori-
ties-2, Priluziye
20.07.2007 Komi Republik, Priluziye
99 Representative of the local authori-
ties -3, Priluziye
20.07.2007 Komi Republik, Priluziye
100 Representative of the reindeer-herd-
ing farm -1, Horey-Ver
16.06.2012 NAO, Horey-Ver
101 Representative of the reindeer-herd-
ing farm -2, Horey-Ver
16.06.2012 NAO, Horey-Ver
102 Representative of the reindeer-herd-
ing farm -1, Krasnoe
21.06.2012 NAO, Krasnoe
103 Representative of the reindeer-herd-
ing farm -2, Krasnoe
22.06.2012 NAO, Krasnoe
104 Representative of the reindeer-herd-
ing farm -3, Krasnoe
22.06.2012 NAO, Krasnoe
105 Representative of the regional 
authorities, NAO, Department of 
Ecology -2
23.06.2012 NAO, Naryan-Mar
106 Representative of the regional 
authorities, NAO, Department of 
Ecology -2
23.06.2012 NAO, Naryan-Mar
107 Representative of the regional 
authorities, NAO, Department of 
Indigenous People -1
24.06.2012 NAO, Naryan-Mar
108 Representative of the regional 
authorities, NAO, Department of 
Indigenous People -2
24.06.2012 NAO, Naryan-Mar
109 Representative of the Union 
of Russian Industrialists and 
Entrepreneurs
18.04.2014 Moscow
110 Representative of the Union 
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The  essence  of  this  system  –  to  improve  the  environmental  and  social 
responsibility  of  forestry  companies  by  providing  them  with  additional 
competitive advantages in the global market. The study demonstrates that, on an 
international  level,  the  degree  of  trust  in  the  system  is  affected  by  its  design 
features  (management  structure  and organization of  the  certification process)  as 
well as  the expert activities of a number of  transnational NGOs and certification 
bodies. At the same time, at the local level trust in the new system is constructed 




values.  This  leads  to  further  development  of  institutional  trust  and  its 
transformation  from  the  instrumental  to  the  social,  based  on  common  shared 
values. This article  identifies and analyzes  the general  steps undertaken  in  trust 
formation  toward a new system  that are common  to all settlements. At  the same 
time,  the  research has demonstrated  the diversity of  the communities and of  the 
factors involved in local trust formation in variety of different cases (the economic 
prosperity  of  settlements,  the  availability  of  local  initiatives  in  the  villages,  the 
immediate task of collecting and collating everyone’s problems so that they can be 
resolved through the new system).  











1 This article was written as a part of the research project “Companies coping with multiple regulatory systems in 
Russia”, supported by the University of Eastern Finland (2011-2015). 
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In  recent decades  the  issue of  trust has become one of  the most popular  in  the 
social sciences.  If, several decades ago,  it was  in  the process of starting  to attract 
the  attention  of  researchers,  now  it  has  become  a  fashionable  trend. The  classic 
explanation of the significance of this theme for modern society is the thesis of its 
ʺpioneer”, N. Luhmann. He  considered  trust  to be an opportunity  to  reduce  the 
social  complexity  and  confusion  of  modern  society  through  making  stable 
expectations available in relation to other people and whole institutions (Luhmann 
1979:  8). As  noted  by many  researchers,  the  need  of  a  global  society  for  trust 
increases because  it  is  characterized by  further  complication  and differentiation. 
Thus, in a global society institutions begin to implement a function of creating and 
sustaining trust (Levi 1998; Misztal 1996).  Examples of these ʺinstitutions of trustʺ 
are  the  international non‐governmental certification  systems aimed at  improving 
corporate social responsibility and at increasing trust in the global market between 
producers  and  buyers  (McDermot  manuscript).  Such  institutions  of  trust  have 
been  connected  with  the  activities  of  transnational  non‐governmental 
organizations  (NGOs)  seeking  to  reduce  the  negative  environmental  and  social 
impacts  of  corporate  activities  (Bartley  2007;  O’  Rourke  2005).    They  have 
developed  standards  for  the production  of goods  in  the  form  of  specific  ethical 
codes and certification systems. These standards are used  in the market to brand 
producers  as  socially  responsible  ones  (Cashore  2002). Corporations,  for  fear  of 
consumer boycotts against  them, have been compelled  to enter  into partnerships 
with NGOs to obtain certification of their products. They began, however, to use 
such certification as an added advantage  to  increase  the competitiveness of  their 
enterprises  (Bartley 2007; Conroy 2000). Thus, certification systems, promoted by 
NGOs,  became  an  additional  sign  of  quality.  It  included  such  semantic 
connotations as  social guarantees  for workers and  local people, guaranteeing no 
harm  to  the  environment.  It  also  helped  to  increase  trust  in  the  companiesʹ 
activities on the part of their partners and consumers. New regulatory institutions 
were  subsequently  created  in  the  wood,  textile,  marine,  and  agricultural 
industries.  
These  processes  have  been  most  widely  used  in  the  forestry  sector  (Gale, 
Haward  2004;  Rametsteiner,  Simula  2003;  Humphreys  2006).  In  1993  the  first 
international  system  of  forest  certification,  the  Forest  Stewardship Council  (FSC 
certification), was established. Forest certification consists of a system of standards 
governing  the  commercial  exploitation  of  forests,  focusing  primarily  on 
environmental  and  also  on  social  management  practices.    It  includes  the 
implementation  of  a  complex  of  environmental  and  social  measures,  offering 
additional  market  advantages.  The  orientation  of  the  Russian  forestry  sector 
toward exports and international standards, contributed to the intensive spread of 
FSC  in Russia.  In 2007 Russia  ranked second  in  the area of FSC‐certified  forests, 
after Canada. The  total  area of  certified  land  in Russia  at  the beginning of  2009 
amounted  to 23 million hectares. The  innovations of FSC have  led  to changes  in 
management  practices  at  a  local  level  (Keskitalo  and  others  2009;  Tysiachnouk 
2009).  The  effectiveness  of  these  changes  is  largely  determined  not  only  by  the 
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strategies of companies and NGOs  in  implementing  the new system but also  the 
communityʹs willingness  to  accept  and  use  it.  In  this  regard,  it  is  important  to 
understand how trust can be developed in the new institutions in a community. 
The  objective  of  this  research  is  to  analyze  the  mechanisms  and  dynamics  of 











The  FSC  standard  includes  economic,  environmental  and  social  principles, 
criteria and  indicators  through which  the compliance activity of a company with 
the  rules  of  sustainable  forest  management  can  be  assessed.  The  economic 
principles  were  related  to  effective,  long‐term  forest  management  (require 
mandatory planning,  the monitoring  and  evaluation of  the  results of  the  timber 
production, maximum use of forest products to avoid any mono‐orientation, and 
the  assessment  of  existing  resources).  The  ecological  principles  require  timber 
companies to reduce any adverse environmental impact (strict control over the use 
of petroleum products, no violation of  the  soil,  the preservation of key biotopes 
and  virgin  forests).  Social  principles  protect  the  rights  of  workers  and  local 
communities  in  forest  management  (conservation  areas  that  represent  the 
environmental, cultural and economic benefits on behalf of local communities; that 
respect the rights of indigenous peoples to their traditional way of life, providing 
jobs  for  local  residents;  that  safeguard  their  participation  in  forest  relations, 








label. This  label  is attached  to  the  final product, demonstrating  to  the consumers 
that  the  product  comes  from  the  ʺgoodʺ  managed  forests,  in  which  forestry 




management,  which  requires  the  maintenance  of  a  certain  level  of  forest 
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management and forest management practices. The certificate is also attracting the 
interest of companies  involved  in  logging activities. 2) A certificate of the supply 
chain,  aimed  at  monitoring  the  legality  of  the  timber  supplied.  This  type  of 








are  responsible  for  the  quality  and  effectiveness  of  the  certification  system. 
Moreover,  their  activity  is  also  controlled  by  the  ASI  (Accreditation  Services 




openness  to  observers  from  outside  (Conroy  2001).  This  system  created  by  the 
efforts of NGOs, is positioned in the global market as a more rigorous system than 
other  certification  systems, where  business  has  had  the  leading  position  in  the 
development of standards and organizational structure. The latter circumstance is 
often  viewed  as  an  attempt  on  the  part  of  business  to  weaken  certification 
standards  and make  them  easier  to  execute.  In  addition,  other  systems  do  not 
always  combine  environmental  standards with  social  ones,  or  the  possibility  of 
regional variation and additional control mechanisms (Meidinger 2001).  
Despite  the  above‐described  advantages  of  this  system,  there  are  criticisms 
against  it.  Some  more  recent examples  include  the  following  notes  that  ʺthe 
proponents of FSC have not left the success of the scheme entirely to free market 
forces,  but  have  engaged  in  a  form  of  demand  manipulation  through  NGO‐
sponsored  forest  and  trade  networks  (Humphreys  2006).   Saastamoinen  (2009) 
interprets     ʺwell‐managedʺ    as  meaning  FSC‐certified  and  he  also  interprets 
ʺencourageʺ  to  sometimes  mean  almost  the  same  as  force‐feeding  selective 
 information to consumers, organizing boycott campaigns, and maintaining public 
web‐sites  listing  companies  as  “qualified”  or  “not  qualified”  according  to  FSC 
criteria. In addition, the FSC system is not based on the ISO 14000 system, it is not 







There  are  different  conceptual  approaches  to  the  trust  that may  be  considered. 
According  to A. Giddens,  trust can be  identified with  ʺblind  faithʺ. N. Luhmann 
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provides  a  more  functionalist  interpretation,  under  which  trust  is  a  tool  that 
reduces our  risks  and  is  largely  a  rational property of  the  system.  In his  theory 
trust is a form of encapsulated interest. Some scholars suggest that trust exists on a 
continuum  between  faith  and  confidence,  and  that  its  development  is  the 
consequence of the existence of a specific context (Tyler 1998; Levi 1998). 
In accordance with A. Giddens institutional trust is faith in symbolic signs and 




colored pieces of paper as  the equivalent of products). Secondly,  it  is associated 
with  the development  of professional  and  technical  knowledge, with  increasing 
specialization, and with  the proliferation of examination procedures. The experts 








institutions”  we  mean  the  rules  governing  the  interaction  between  individual 
people.  Such  institutions  have  three  main  pillars:  regulatory,  normative,  and 
cognitive. The regulatory aspects are associated with the presence of rewards and 
sanctions  imposed  as  a  result  of  violation  of  or  compliance  with  the  existing 
regulations. The normative content of the institute resides in the values and norms 
on  which  it  depends.  Finally,  the  cognitive  base  suggests  rootedness  and 
routinization  of  rules  (Scott  1995,  с.  33).  Examples  of  social  institutions  may 
include  religious  faiths,  the  market,  and  the  system  of  government.  Hence, 
institutional  trust may,  for  example,  consist  of  trust  in  a  concrete governmental 
system. 
Institutional trust, as interpersonal trust, can nevertheless take different forms. 
Tyler,  analyzing  trust  in  the  state management  system,  identifies  two  types  of 
trust:  instrumental and social. The  first  is associated with  reducing  the  risks and 
costs  for  the  existing  actors.  In  this  case,  the  expectations  of  the  actors  are 
important  since  they  provide  the  basis  from  which  the  desired  behavior  is 
rewarded.  Social  trust  is  based  on  common,  shared  values,  and  identities.  Its 
formation  requires  the  establishment  and maintenance  of  a  trusted  community. 
But both types of trust can coexist in time and space (Tyler 1998, 287‐288). In many 
ways,  social  trust  resonates,  or  is  consonant,  with  social  capital,  which  is 
understood  as  existing  within  a  community  context  and  within  the  norms  of 




control  mechanisms,  the  transparency  of  the  institute,  the  opportunities  for 
participation, the universality of its fundamental principles, the competence of its 
agents,  etc.  (Levi  1998,  90‐92).  Three  main  components  are  important  for  the 
formation  of  institutional  trust:  the  adoption  of  values  that  constitute  the 
institution, the particular qualities of its design, and interpersonal trust agents who 
act on behalf of  the  institution  (Dubin, Gudkov 2003; Levi 1998; Tyler 1998). The 





of  its  agents  are  trustworthy  (Levi  1998,  93).  The  creation  of  such  institutional 
mechanisms  is  aimed  at  improving  the  reliability  of  the  institution  and  the 
regulation of  those who delegate  their authority.  It  leads  to a  relaxation of  strict 
controls, consisting of principals, their agents and agents of agents, which Shapiro 
called ʺsocial control of impersonal trustʺ (Shapiro 1987, 642 ‐ 653).  
Thus, despite  the  fact  that  institutional  trust  in  something works  in  the  same 
way as interpersonal trust, it has its own specifics. It does not imply the exclusion 
of  control  as  such.  Here  it  is  a  question  of  delegating  regulatory  functions  to 
experts.  If  interpersonal  trust  is  more  situational,  institutional  trust  is  a  more 
rational  phenomenon  that  assumes  the  existence  of  certain  institutional 
arrangements  that  increase  the  reliability  of  the  institution  and  our  ability  to 
delegate its authority to experts.  
Our  research  forest  certification  can,  then,  be  considered  as  an  institution 
consisting of regulatory, normative and cognitive elements. The normative basis of 
the  institution  includes environmental and  social values  that affirm  the need  for 
careful management of nature, respect for the customs and traditions of different 
communities,  fair  wages  for  workers,  etc.  On  this  basis,  specific  certification 
principles, criteria and indicators have been developed, which in their entirety are 
regulatory  rules. The  specific  cognitive  foundation  of  this  institution  consists  of 
routinized knowledge of how to conduct the activities of timber operations.  
We can talk about two levels of trust in forest certification: global and local. At 
the  global  level  trust  in  FSC  in  the world  (as with  other  regulatory  systems)  is 
determined by  several  components. First,  it  consists  of  confidence  in  the  values 
that  constitute  the  institution,  such  as  conservation  of  biodiversity  and  pristine 
forests,  legality,  and  respect  for  the  rights  of  indigenous  peoples  and  local 
communities.  NGO  activities  are  aimed  at  increasing  the  importance  of 
environmental  values  in  the  world  and  at  achieving  their  inclusion  in  the 
certification  standards. Secondly,  it  consists of  trust  in  the design of  the  system, 







At  the  same  time,  at  the  local  level  trust  in  the new  institution  is based  to  a 
greater extent on a personalized relationship with a company certified by the local 
community  (Кulyasova,  Кulyasov  in press; Kortelainen  J., Nysten‐Haarala  2009, 
151‐152). This will depend on  the companyʹs strategy  in conducting certification, 
on  the  one  hand,  and  on  the  other  also  on  the particular  historical  logic  of  the 
development community itself. Three main steps can be defined in the process of 
building up  trust of  local societies  in  the new  institution: 1)  the primary stage of 
exploring  the new  system,  associated with  the  estimation of  its potential by  the 
community,  2)  the  stage  of  implementation  of  a  system,  during  which  the 
community learns to use the rights and resources given by this system, and, at the 







The  materials  for  the  research  were  collected  in  2007‐2009  in  districts  where 
certified companies were working. The author used qualitative research methods 
(Kvale  1983):  semi‐structured  interviews with  representatives  of  various  groups 




of  interviews was determined by  the specifics of  the study. Forest certification  is 
based  on  the  participation  of  all  of  the  stakeholders’  in  the  regulatory  process, 
which  therefore  required  the use  of  a  large number  of  informants,  representing 
different interest groups in each case.  
The  data  will  be  coded  and  analyzed  using  the  progressive  approximation 
method (Neuman 1991). Data reliability is ensured by the following points. First, a 
triangulation  of  the  sources  was  carried  out  (Kvale  1983).  This  included 
information obtained from the interviews, supplemented and correlated with data 
obtained  from  observations  and  from  analysis  of  documents,  and  vice  versa. 
Secondly,  the  sources  representing  the  views  of  all  stakeholders  (businesses, 
NGOs,  certification  bodies,  the  public  authorities  representing  local  residents) 
were  used.  This  in  turn  permits  the  same  event  to  be  seen  from  different 
perspectives. Thirdly, up‐to‐date case‐studies were used, which helped  in tracing 
the dynamics of the certification process.  
This  work  is  based  on  three  case  studies  featuring  the  introduction  of  FSC 
certification in Russia (a certified forest management unit in the Republic of Komi, 
a Russian pulp and paper mill  in Karelia, and a branch of a German company  in 
the Arkhangelsk  region).  In  all  of  the  cases  studied  cases  there were  five main 
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stakeholder  groups:  large  timber  companies,  local  timber  industry,  government 
agencies, NGOs,  and  local  residents.  In  all  of  the  cases  the  forest was  the main 
source of  livelihood  for  the  local communities.  In addition,  in all of  the  locations 
the initiators of the implementation of FSC were organizations external to the local 
communities (holding companies, or NGOs). 




During  this project one of  the  forest management units underwent  certification.  
The main  partners  in  the  implementation  of  certification were  state  authorities, 
both at a national and at a  local  level. The development of certification was also 
supported  by  a  branch  of  an  international  corporation  operating  in  the  region, 
which happens  to have a monopoly on processing  low‐grade wood  there.  It has 
helped  create  an  economic  interest  in  the  certification  of  the  local  logging 
companies.  The  project  lasted  from  1998  to  2006  and was  sponsored  by  Swiss 
Development  Agency.  Experts  conducted  a  small  grants  program  aimed  at 
supporting  local  initiatives  related  to  forests  for  popularizing  the  idea  of 
sustainable forest management among the local population. A procedure of public 
hearings was organized at which  residents could pursue  their claims against  the 
company. These claims could be included in the lease contract, and a Public Forest 
Council and a debating club was set up. In general, however, this case certification 
is  not  a  typical  example  because  it  was  a  part  of  a  larger  project  aimed  at 
constructing  a model  of  a  forest  and  relied  on  the  financial  and  organizational 
support of an international NGO.  
Other certified companies that were studied established their aims as a desire to 
gain  economic benefit  from  the  certification  and  to  strengthen  their positions  in 





Finally,  the  certification  of  the  German  company  had  a  narrow  area  of 
influence. This was one of the first cases of certification in Russia, conducted at a 
time when there was not yet any supportive infrastructure.  The original certificate 
was  formal  in  character,  but  gradually,  through  the  control  of  the  NGOs  and 
experts  of  FSC,  improvements  have  come  about  in  forest management,  such  as 
selective  logging, conservation of virgin forests, and the fostering of biodiversity. 







Most of  the  settlements  investigated  in  the present  research were  established  in 
Soviet  times  for  the  needs  of  newly  created  timber  enterprises  (lespromkhozes) 
during the 1990s. Some of those settlements had been  in existence  in even earlier 
times  and  were  re‐oriented  for  needs  of  the  timber  industry.  In  Soviet  times 
lespromkhozes  were  settlement‐forming  enterprises,  maintaining  the  whole 
infrastructure of their villages. The state‐planned economy and command control 
were  crucial  for  the  functioning  of  such  a  system,  since  the  profitability  of  the 
timber  enterprises  was  secured  and  supported  by  state  subsidies  and  the 
redistribution of income between the various branches of the different industries. 
The perestroika economic reforms and the timber industry downturn in the 1990s 
forced  the  lespromkhozes  into  bankruptcy.  As  a  result,  many  of  the  former 
lespromkhoses were taken up by the large wood‐processing companies.  
In spite of the gradual restoration of timber industry enterprises in the second 
half  of  the  1990s,  the  forest  settlements  were  unable  to  regain  their  previous 
standard of  living.  In  the market  system, new  companies  are unable  to  support 
settlements  to  the same extent and on  the same scale as  they had been  in Soviet 
times. The status of the workers  in the  logging operations, which had previously 
brought  them very high earnings, now  lost considerable  face  in the eyes of other 
citizens, since in the summertime anyone can earn extra income simply by picking 
berries  and mushrooms. Most  of  the  infrastructure  constructed  in  Soviet  times 
went  to  ruin: many  schools, hospitals,  and kindergartens have been  closed. The 
absence of sawmills in the settlements led to a paradoxical situation in which the 
local  people  in  logging  areas  had  no  processing  capacity  that  could  be  used  to 
produce sawn  timber. According  to some residents,  they “have no wood even  for a 
coffin”.  
Thus, under 1990s, with its transformations, economic crisis, destruction of the 
infrastructure,  and  subsequent decay of  social  relations,  formed  a milieu with  a 





Based  on  our  empirical  data  and  the  theories  of  institutional  trust  (Dubin  and 
Cudkov  2003,  Tyler  1998), we  can  emphasize  several  basic  aspects  involved  in 
developing  trust  related  to  the  initial  estimation  of  the  new  system  by  local 
citizens. Firstly, it is the formation of trust in the values themselves that constitutes 
the new  institution. On  the one hand,  these values correspond  to  the  traditional 
norms of local communities, such as concern about nature, social responsibility of 
the company, and social guarantees  for workers. On  the other hand, some of  the 
new  values  conflict  with  existing  ones.  Thus,  the  field  under  study  can  be 










It  is  in Moscow  that  they  talk  about  old‐growth  forests  ... And here  the  local men 




for  solving  questions  of  forest management. The population,  accustomed  to  the 








Secondly,  it  is  important to have the trust  in the organizations that  implement 
or support the new institution. In the cases under study, the main initiative came 













Forestry, M.  himself,  says  that  there  is  no  such  article  in Moscow  (participatory 
observation in a forest settlement, 2008).  
 
And  vice  versa,  the  participation  of  the  state  authorities  in  this  process 
contributes to the legitimacy of the system in the eyes of residents and stimulates 
their intensive participation in the process.  
Thirdly,  personalized  trust  in  the  management  of  a  company  undergoing 
certification  is  important,  since  this  ensured  trust  in  the  activities  that  were 
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Fourth,  the  community  estimates  the  potential  prospect  of  utilizing  a  new 
institution for its own needs:  
 










Fifthly,  the  ideas  about  the  costs  associated  with  the  introduction  of  the 
institution  are  also  important.  Certification  involves  the  implementation  of 
additional  requirements  that  slow down  the  economic  effect  of  the work  in  the 
forest. And finally, the residents consider the price of non‐observance of the new 














2 Thus a very small percentage of the residents participated in the public hearings on the issues of forest 
management and the introduction of certification, usually less than 30 people altogether, while the population of the 






of  adaptation  by  the  residents  of  the  new  rules  to  the  local  context,  and with 












of  the  administration  and  of  the  various  cultural  and  educational  institutions 
participated  in  the discussions of  the Forest Club and  the Public Forest Council. 
With  the help of a small grants program,  the  librarians,  teachers, and staff of  the 
Cultural  Centers  were  involved  in  promoting  the  idea  of  forest  certification 
amongst the local residents. They were able to obtain funding for various projects 
related  to  forest  issues. The  librarians organized  traveling exhibitions devoted  to 
the  interrelationship  of  human  beings  with  nature,  and  information  corners 
informing about the new rights and opportunities for local residents that had been 
provided  by  forest  certification.  Teachers  also  developed  innovative  programs 
focusing on the ecology and history of the local community.  
Gradually,  the  painstaking  work  carried  out  by  NGO  experts  received  a 
response  from  the  localities.  The  population, mobilized  by  the NGOs,  began  to 
attend  the public hearings.  In general,  their demands concerned  their  immediate 
needs: the provision of firewood and jobs, the maintenance of roads, the exclusion 
from the lease of land located close to the villages, small‐scale financial assistance 






of  forestry saying  that we do not want  this area of  the old‐growth  forest cut down, 
because  experts  have  visited  us  and  explained  that  these  forests  are  valuable  
(interview with an expert of NGO, 2007). 
 
 Independently  of  the NGOs,  the  residents  presented  their  arguments  to  the 
administration and  explained why  this  forest,  located at a  considerable distance 
from their settlement, was valuable for them from an environmental point of view. 
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At  the  same  time,  representatives  of  small  logging  companies detected more 
difficulties  in  certification  than  new  opportunities,  especially  because  of  the 













and  the  head  of  the  settlement.  Later  on,  the  decision was  taken  to  organize  a 
model forest on the basis of this section of the PPM territory. In this model forest, 
innovative  practices  involving  forest  utilization  and  intercommunication  with 




in  the  summer  of  2007  the  local people  opposed  the  logging  carried  out by  the 
company. They were concerned about the selective logging that the company had 
been  carrying out near  the  river.    In other words,  in  this  case  tension  appeared 
between the villagers and the administration of the PPM. The population initiated 
and  organized  public  hearings  on  the  issue,  with  the  participation  of 
representatives  of  the  company.  Among  the  initiators  of  the  hearings  were 
employees  of  the  company  (who  were  also  local  residents),  the  head  of  the 
settlement  administration,  and  a  local  counselor.  At  the  hearing,  the  residents 












people’s wishes. Damn,  is  this what  it  is  to be  real  environmentalists,  I ask myself  







to  a  final  decision  about  conducting  thinning  in  that  area  (protocol  of  public 
hearings,  19th  February  2009).  As  a  result,  the  latter  decision  has  not  been 
implemented, but neither has logging continued on this site. The incident allowed 
the  local  community  to  realize  that  they were  significant players who  could,  to 
some extent, influence a company. A similar incident occurred in village N on the 
territory  leased  from  the  PPM.  The  residents  of  this  village  also  initiated 
suspension of logging in areas adjacent to their settlement.  




















to  implement  the  certification.  This  was  related  to  the  conflict  between  the 
community  and  the management  of  the German  company  that  had  bought  the 
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lespromkhoz (LPH). The new management attempted to restructure not only some 
of  the  selected  production  parameters  but  also  the  established way  of  life  as  a 
whole  (for  example,  they  started  an  active  campaign  against  theft  from  the 
company, toughening  labor discipline, etc.). This provoked resistance on the part 
of  the  LPH workers.  The main  claims  of  the workers  on  the German  company 
concerned salary. For four years running the workers had been organizing a two‐


















A  trade  union  representative  managed  to  participate  in  a meeting with  the 
auditors, during which he presented  the workersʹ demands, but  it had no effect: 
according  to  the  auditors  and  the  social  representative present  at  the  audit,  the 
workersʹ demands on the company were too large and too unrealistic:  
 
This  has  been  an  example  of  a  socially  responsible  business  ..  (interview with  an 
auditor, 2009).  
 
FSC  social  experts who worked  in  the D  lespromkhoz  in  2004  also  tried  to 
resolve  contentious  issues  by  using  the  FSC  certification  as  a  platform  for 
negotiations. They organized public hearings, as a result of which a protocol was 
drawn  up  and  sent  to  the  various  authorities  dealing with  forest management, 
FSC,  etc. These  authorities  responded  to  some  extent,  since  it  concerned  further 
functioning  of  the  FSC  system,  and  so  a  check‐up  of  the  certification  body was 
organized. This did not, however, affect the existing conflict between the German 
company and  the  trade union.  In general, both  the company administration and 





value. As  I  understand  it,  certification  simply  permits  the  sale  of  sell wood  for  a 










When we  examine  the process of  the  implementation of FSC  certification  in  the 
forest  settlements,  it  is  important  to  note  its  dependence  on  the  abilities  and 
capacity  of  the  local  communities  to  be  involved  in  this  process.  This,  in  turn, 
depends  on  the  trust  of  the  local  residents  in  the  new  institution  and  their 
willingness to  implement the new rules  in their own practices. In all of the cases 
examined,  the development of  trust  in  the new  system was  complicated by  the 
general  instability  of  the  economy  of  the  settlements,  with  the  concomitant 
collapse of  social  relations and weakening of  cooperation between  the  residents 
themselves.  
In  the  initial  stage  of  acquaintance with  the  new  institution  the  community 
compared the new rules with  the previous ones, evaluating  the opportunities  for 
using  the  new  resources  to  promote  their  own  interests,  and  also  the  expenses 
necessary  for  the  implementation of new opportunities.  In other words,  the new 
system was  being  rationally  evaluated,  and  at  this  stage  one  could  not  yet  talk 
about the existence of institutional trust. At most, there was personalized trust in 
the  management  of  the  organizations  (lespromkhozes)  that  were  undergoing 
certification. As a rule, this trust was based on experience of previous  interaction 
and was a kind of traditional confidence in habitual milieux. The existence of this 
traditional  trust  provided  a more  positive  perception  by  the  community  of  the 
innovations. And, conversely,  its absence resulted  in suspicious attitudes or even 
resistance on the part of the local residents.  
In  the second stage related  to  the  implementation of  the new system  the most 
important  factor was the adaptation of the new rules to the  local context and the 
successful use of the new rights granted to the community by the certification. As a 
rule,  FSC  social  criteria  received  the  greatest  response  from  local  residents. The 
realization of FSC social standards promised to guarantee residents employment, 
regular  and  higher  salaries,  conservation  of  socially  valuable  forests,  and  the 
provision  of  firewood,  lumber,  and  minor  financial  assistance.  This  can  be 
considered as the initiation of the development of instrumental trust in FSC, based 




Simultaneously  with  these  processes  new  values  and  behavioral  norms 
promoted by the global institution began to spread, such as concern about the old‐
growth  forests,  biodiversity,  multi‐actor  governance,  etc.  In  some  cases,  the 
questions  posed  by  local  residents  to  the  forest  companies  concerned  not  only 
material  support  but  also  environmental  problems.  This  demonstrates  that  the 
development of trust in the FSC was focused not only on instrumental interest but 
also through the formation of common, shared values.  
Finally,  in  the  third stage,  local residents evaluated  the actual  implementation 
of the stated principles. This was able to either enhance or destroy any initial trust 
in  FSC.  In  the  cases  studied  (the  Russian  Pulp  and  Paper Mill  and  a  German 






certification. After  the project  in  the  forestry management unit P had ended and 
the funding had ceased, the local initiatives also declined, although some of them 
did,  nevertheless,  continue  to  exist.  In  general,  this  case  demonstrates  a  more 
successful  version  of  developing  trust  in  a  global  system.  In  the  process  of  the 
implementation  of  the  certification  they  managed  to  assure  the  widest 
participation  of  the  stakeholders  (public  authorities,  large  businesses,  local 
residents). However,  the process  eventually  became possible  only  as  a  result  of 
considerable external funding and long‐term work carried out by experts.  
Nevertheless,  the  initial manifestations of  trust  in  the system  in various  forest 
settlements were  unequal,  even when  the  settlements were  located  on  territory 
leased from the same company. In some settlements, residents were from the very 
start highly skeptical, they had no trust in the new system, and they did not want 
to  be  engaged  in  the  process.  This  is  usually  identified  as  a  zone  of  complete 
distrust.  In some cases,  local people attempted, sometimes unsuccessfully,  to use 
the new  rights declared by certification, which could be designated as a zone of 
incomplete  trust  in  FSC.  In  this particular  case,  the  institutionalization  of  forest 
certification was more efficient since it received support at the grass root level.  
It  seems  possible  to  highlight  a  number  of  important  structural  factors  that 
determine  the  degree  of  openness  of  local  communities  to  innovations  from 
outside. Firstly, this is related to the economic well‐being of forest settlements and 
their  proximity  to  administrative  centers.  This  affects  the  maintenance  and 




with  big  losses  and  problems  and  are  on  the  verge  of  extinction,  feeling  their 
abandonment and uselessness, is less responsive to the new system. They are faced 
more  sharply  with  the  problem  of  survival  in  a  way  that  includes  all  other 
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questions,  including  the  ecological. Secondly,  there  are  the  socio‐cultural  factors 
that are  related  to  the presence of various  social and  cultural organizations and 





of  the strong  traditions of  the rural communities. Thirdly,  the  important  factor  is 
the  presence  of  a  common  problem  that  can  be  resolved  with  the  help  of 
certification and  in the process consolidate  the  local people. Such a problem may 
be  related  to  job  cuts, wage  increases,  or  anything  else  of  similar  significance. 










residents  of  forest  settlements,  we  can  say  that  two  types  of  trust  exist:  the 
instrumental  and  the  social.  Initially,  we  can  see  the  rational  interest  of  the 
residents in the new opportunities and resources. At this stage the local residents 
assess the possible benefits and costs. At the same time, in the process of exercising 
the  new  rights  assured  by  certification,  a  system  of  interdependence  appears: 
using the new resources, residents begin to adopt new rules and values. This leads 
to  a  further  development  of  institutional  trust  and  its  transformation  from 
instrumental to social, based on common shared values.  
Markers  of  institutional  trust  in  forest  certification  can  be  identified  as:  1) 
attempts by  local residents to use the new rights suggested by forest certification 




It  is  important  to note  the  significant  role played by  the organizations  in  the 
formation of institutional trust. In the case of forest certification this role is played 
by  the  certified  companies,  ecological  and  social  NGOs,  and  the  auditing 
companies checking the performance of standards. In spite of the fact that the new 
system is not state‐run, state structures, such as the inspected forest management 
of  companies,  also make  a  strong  impact  on  the development  of  trust  in  forest 
certification.  For  example,  in  the Komi Republic  support  by  the  government  of 
certification has encouraged wider participation on  the part of  the population  in 
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the  implementation of  certification.  In Karelia, however,  the negative attitude of 
the authorities to certification has interfered with its distribution. 
In addition,  in  the  case of  implementation of  the new  system at a  local  level, 
personalized  trust  in agents of  the organizations  is  important.  In  this case, NGO 
experts, who are external agents, often do not possess the necessary credit of trust 
and  are  not  initially  important  agents  of  the  institution  in  the  eyes  of  the 
community’s population. However, given the involvement of NGO experts in the 
process of adapting certification standards to meet local conditions, the experts can 
enhance  trust  in  their  activities, which will  later  be  converted  into  trust  in  the 
certification system itself.  
Thus,  the  building  of  trust  in  a  new  institution  is  limited  by  its  institutional 
framework  and  by  the  strategies  of  the  organizations  involved  in  its 
implementation. The  latter have access  to different resources, permitting  them  to 
engage  additional  expertise  in  the  implementation  of  certification  standards,  to 
respond to community initiatives, etc.  
In  all  three  cases,  certified  companies  improved  their  position  in  the 
international and Russian markets by acquiring an attribute of socially responsible 
manufacturer. This  is  especially  true of  the  second and  third  cases, while  in  the 
Komi  Republic  the  economic  effect  of  certification  is  not  able  to  cover  all 
companies  that have previously had a certificate.    In all cases, however,  logging 
companies have begun  to perform  the  environmental  aspects  of  forestry, which 
were  not  carried  out  earlier  (identifying  key  biotopes,  preserving  virgin  forest, 
etc.).  In  general,  it  must  be  noted  that  the  ecological  component  of  the  new 
institution has been better realized than the social component. The reason for this 
is  that  the  approaches  to  environmental  issues  are  more  detailed  and  better 
explained in the FSC Standard, and auditors have more exact requirements in this 
area.  The  inability  to  solve  important  social  problems  (for  example,  reducing 
unemployment  and  promoting  increases  in  salaries)  with  the  help  of  FSC 
certification  provoked  frustration  in  some  communities.  The  main  merit  of 
certification  in  the  social  sphere  was  that  it  stimulated  formalized  interaction 
between  companies  and  local  communities.  The  resolution  of  some  social 
problems  (such  as maintaining  the  infrastructure  of  a  settlement  or  preserving 
socially significant sources of wood) required joint discussions rather than serious 
financial  investments.  FSC  has  required  the  organization  of  public  hearings  on 
territories  rented  from  companies,  and  this  has,  in  turn,  created  dialogue 
situations.  In  addition,  social  standards have  formed  a  basis  for developing  the 
interest  of  local  populations  in  forest  certification  and  also  encouraged  their 
participation in a number of certified actions. It has also created the conditions for 
achieving  the  ecological  objectives  of  certification  (such  as  planning  and 
implementing ecological projects in schools and museums).  






In  conclusion,  it  is  important  to  note  that  trust  in  the  institution  involves 
addressing the institution, using of its resources and implementing its rules. There 
are  institutions  that we are compelled  to address, regardless of whether we  trust 
them or not (for example, health institutions or school education). There are other 
types of institutions that do not suppose such a coercive imperative. For example, 
a non‐state  system of  forest management  contains new  rights  and opportunities 
for  local residents.  If  they do not believe  in  their effectiveness, however,  they do 
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This  study  considers  the  process  involved  in  the  implementation  of  the  global 
system  of  forest  certification  for  the  conduct  of  forestry business  in Russia. The 
main  focus  is  on  the  confrontation  that  has  arisen  between  the  State  and  non‐
governmental  systems  of  regulation.  The  causes  of  conflict  and  the  strategies 
undertaken  for  its resolution are analyzed  in  the article  through  the prism of  the 
concept of global  legal pluralism. Special attention  is paid to the consequences of 
the  coexistence  of  global  and  national  regulations  in  the  same  space  for  the 
construction  of  legal  authority.  Based  on  empirical  materials,  the  author 
demonstrates how the implementation of global standards in the Russian forestry 
sector  leads  to  the  emergence  of different practices  that  vary  in  their degree  of 
compliance  with  the  various  legal  and  quasi‐legal  constructs,  and  changes  the 
relationship between those who regulate and those who are regulated.  
 





The processes  of globalization have  contributed  to  the weakening  of  traditional 
State regulation. This has been connected with the fact that national governments 
are  faced  with  the  problem  of  resolving  the  contradictions  between  national 
legislation and  the activity of  foreign economic actors within  their  territory. The 
existence  of  intergovernmental  organizations  could not  completely  close  the  rift 
formed between  the  impact of national  regulation  and pressure  from  the global 
market (Vogel 2005). The transnational corporations (TNCs) ʺfellʺ between the bars 
of State regulation because an  individual State could not completely control their 
activities.  The  largest  TNCs  have  accumulated  powerful  resources  and  to  some 
extent  can  act  as  the  competitors  of  the  national  governments,  advancing  their 
interests  in  the world political arena  (Korten 1996). They have created  their own 
                                                            
1 This article was written as a part of the research project “Companies coping with multiple regulatory systems in 





In addition, regulation  is no  longer considered  to be  the exclusive prerogative 
of  the  State,  and  there  are  increased  opportunities  for  participation  in  the 
governing processes of non‐State actors such as multinational corporations, trade 
associations, public foundations, and NGOs (Baldwin 2007; Hutter 2006). This,  in 
turn,  allows  researchers  to  speak  about  the  post‐regulatory  State  or  an  era  of 
networked  governance  (Braithwaite  2006).  Regulation  has  been  implemented 
through a wider range of norms and mechanisms, and the boundaries between the 
public and private sectors have become blurred (Black 2002; Scott 2004)2. This has 
raised  questions  about  the  existence  of  different  rules  in  the  same  field, 
coordination between different regulatory systems, and analysis of the cumulative 
regulatory  effects  (Haufler  2003;  Harrison  1999;  Egan  2001;  O’Rourke  2003).  
Hence,  this  article  is  devoted  to  the  problems  of  the  interactions  and  mutual 
influence of State and non‐State regulatory systems in the Russian forestry sector.  
An  international  certification  scheme  promoted  by  NGOs  and  business  has 
become  one  of  the  most  popular  forms  of  non‐State  regulation.  The  first 
international  non‐governmental  certification  system  is  a  program  developed  by 
the Forest Stewardship Council – FSC certification (Cashore 2002; O’Rourke 2003). 
FSC  was  instituted  by  NGOs  as  a  form  of  extra‐governmental  regulation  in 
response  to  the  failure  of  the  intergovernmental  system  to  prevent  forest 
destruction  (Meidinger  2007).  FSC  certification  consists  of  economic, 
environmental  and  social  rules  that  are  aimed  at  regulating  the  activities  of  the 
forestry  business.  The  economic  criteria  relate  to  the  effective  long‐term 
management of  the  forests. They  involve  compulsory planning, monitoring, and 
evaluation of forestry activities, maximum utilization of forest products, avoidance 
of single‐industry focus, and assessment of existing resources. The environmental 
criteria  require  timber  companies  to  reduce  their  environmental  impact.  They 
assume  strict  control  over  the  use  of  fuel,  elimination  of  violation  of  soils,  and 
preservation of key biotopes and virgin forests. Social criteria protect the rights of 
local communities in forest management. This involves the preservation of areas of 
cultural  and  economic  value  for  the  local  population,  the  rights  of  indigenous 









2Regulation means here a purposeful, organized and sustained effort to establish a general and consistent order in a 
field of human activity (Black 2002). 
 
3 Principles and criteria of FSC/ www.fsc.org 
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 Hence,  the  present  research  question  is  focused  on  how  the  global  FSC 
standards were  institutionalized  in  the Russian State  forest management system. 
The  main  problem  of  this  study  is,  in  consequence,  connected  not  with  the 
harmonization of requirements between international standards and national laws 
but  with  the  distribution  of  institutional  power  between  different  systems  of 
regulation and its impact on traditional State governance and State law.  
The paper first provides a theoretical and methodological approach applied to 
the  empirical  data.  In  the  second  section,  I  explore  the  context  for  the 
implementation  of  FSC  in  Russia,  focusing  on  the  main  causes  of  the  conflict 
between  forest  certification  and Russian  governmental  system. Third,  I describe 
the strategies of NGOs and forestry companies to harmonize global standards with 
State  regulation.  I  demonstrate,  that  NGOs  and  companies  have  been  actively 
engaged with state actors in trying to resolve legal contradictions between the FSC 
and national  law, but with varying success. Fourth,  I analyze  the main stages of 
FSC  legalization  within  Russian  system  of  forest  management.  In  conclusion  I 






by  international  bodies,  non‐governmental  organizations,  multinational 
corporations, and  the use of  the concept of global  legal pluralism  (Berman 2007). 




It  rejects  the  view  that  the  law  is  determined  by  a  stable,  formal  source  of 
authority. On the contrary, it focuses on the situation of conflict between different 
sources  of  power  (Berman  2007;  Teubner  1997;  Zumbansen  2009).  Three  main 
approaches can be adopted  in order  to gain an understanding of  the  law within 
this  concept  (Michaels  2009).  Teubner  (universalistic  approach)  defines  law  as 
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discourse  characterized by  the binary  code  legal/  illegal  (Teubner 1997). Berman 
(particularistic approach) points to the perspective of the different actors involved: 
the  law  should  be whatever  the  participants  in  the  social  field  refer  to  as  law 
(Berman 2007). Günther combines the universalistic and the particularistic aspects 
and posits each order as defining law both for itself and for others (Günther 2008). 
Based on  these  theories and empirical studies of  law  (Edelman and others 1999), 
we consider  the  law  to be a result of a complex  interaction between government 
and private  interest groups  in a changing social and political environment (Cohn 
2001).  This  kind  of  empirical  approach  to  the  law  involves  not  the  study  of 
formalized  law  but  of  the  process  of  law  enforcement  by  different  agents  in 
practice.  It  implies an understanding of how people understand and  incorporate 
law in their everyday lives (Griffiths 1986). 
The concept of legal pluralism has experienced several stages in the course of its 
development.  Classical  studies  of  legal  pluralism  consider  how  European  laws 
worked in the colonies. Scientists have described the coexistence of European and 
local  laws,  and  analyzed  their  interaction. These  studies have demonstrated  the 
limited autonomy of the law and its transformation under the influence of society. 





that  State  law  is  also  internally  pluralistic,  and  P.  Fitzpatrick  developed  the 
concept of the internal plurality of law. Based on Foucault’s studies of the origins 
of  modern  law,  he  wrote  that  there  is  no  law  that  functions  as  a  single 
phenomenon, but  rather  that  the  law  is  constituted by  the plurality  of different 
social  forms  (Fitzpatrick 1983). For example, bourgeois  legality depends on  such 
social  forms  as  prisons,  and  capitalist  labor  relations.  Mutual  relationships 
between law and other social forms have led to the situation that elements of the 
law  have  become  the  elements  of  other  social  forms  (Foucault  1975).  Another 
factor  increasing  the  internal  plurality  of  the  law  is  that  every  law  consists  of 
different  legal actions,  for example,  those designed  to establish  the  facts, and  for 
law enforcement, judges, monitoring the implementation of laws, the protection of 
physical  punishment,  and  its  ideological  and  symbolic  contents.  All  of  these 
components  create  the possibility of different  interpretations of  the  same  law  at 
various  stages  in  its  enforcement.  The  same  law  can mean  different  things  for 
different people and can be treated in different ways (Merry 1988). 
Finally,  the  third  stage  in  the  development  of  this  concept  is  related  to  the 
influence of globalization.  In  the era of globalization certain activities are  limited 
not only by other States and intergovernmental organizations, but also by the non‐
State sector, which  includes NGOs,  local communities, and corporations (Berman 
2007). The main  idea of global  legal pluralism  is  that  the actor  is  regulated by a 
multitude  of  different  legal  or  quasi‐legal  regimes.  Global  legal  pluralism  is 
concerned with  law‐making  through global production networks.  It analyzes  the 
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interaction  between  State  laws  and  non‐State  regulations,  and  examines  the 
relationship  between  different  legal  orders  in  the  international  arena  (Teubner 
1997; Michaels 2005).  
In  accordance with  the  concept  of  global  legal  pluralism  the  State  has  been 
losing  its  monopolistic  role  in  the  creation  and  enforcement  of  laws.  But  it 
continues  to  act  as  a mediator  between  different  normative  orders.  Sometimes 
these different regimes are contradictory. It is possible to recognize three different 
situations where conflict between laws may arise: 1) a collision between the law of 
different States, 2) a  collision between State  law and  international  law, and  3) a 
collision between State  law and  (national or  international) non‐State  law  created 
by  communities  or  other  private  actors  (Cottererell  2009,  Michaels  2005, 
Zumbansen  2010).  Each  type  of  such  overlapping  juridical  assertion  creates  a 
potentially  hybrid  legal  space  (Berman  2007).  In most  cases,  however,  the  State 
seeks  to  impose a monopoly on  legislative activity,  consisting, of course, of  self‐
defense by the State. The State can recognize the laws of other States, but it cannot 
do  the  same  thing  relative  to  the  laws of a non‐governmental  community,  since 
full  recognition  of  non‐State  law  can destroy  the  concept  of  the  State  (Michaels 
2005). In consequence, the rules created by non‐State actors need to be transformed 
by  the State  in order  to gain  its recognition. Legalization  is  the main  indicator of 
the recognition of non‐State rules by the State (Michaels 2005; Meidinger 2008).   
The present study focuses on the activities of the forestry companies working in 
Russia.  The  companies  are  required  to  operate  within  the  framework  of  the 
multiplicity  of  legal  and  quasi‐legal  rules.  Their  strategies  are  determined  by 





centered  on  the  State  legal  system.  It  is  based  on  Global  Environmental  Law 
shaped  by  United  Nations  (UN)  conventions  concerned  with  biodiversity 
preservation,  climate  change,  and  sustainable  development.  The  new  system  of 
certification  is  a  novel  kind  of  law‐making  that  has  arisen  from  new  forms  of 
competition  and  contestation  in  the  global  markets  and  is  promoted  by  civil 
society  (Meidinger  2002).  Firstly,  it  performs  a  legislative  function  because  it 
involves  the  production  of  global  rules  for  business.  Secondly,  it  performs  the 
function of control over their observance. And finally, it suggests the application of 
sanctions  in  reaction  to  violations.  But  in  contrast  to  government  regulation, 
certification is voluntary, and hence it is usually referred to as  ʺsoft lawʺ (Haufler 
2003;  Hutter  2006).  It  is  nevertheless  important  to  mention  that  the  emerging 
system  is not separated  from State‐based  law. The  first principle of FSC declares 
that  it will “respect all applicable  laws of the country  in which they occur”4. FSC 
also  attempts  to  shape  State  regulatory  requirements.  It  could,  for  example, 
                                                            
4 FSC Principles / available at www.fsc.org [was available on May, 20, 2013].  
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mutually  reinforce  legal  orders  by  bringing  in  extra‐governmental  ones 
(Meidinger 2002).  
As the concept of legal pluralism is an empirical approach to the study of laws, 
this  study  is  based  on  qualitative  research  methods  (Kvale  1983):  1)  semi‐
structured  interviews;  2)  analysis  of  documents;  and  3)  participant  observation. 
Interviews  were  conducted  with  the  following  informant  groups:  1)  with 
managers and workers employed by  forest companies, 2) with representatives of 
State authorities, 3) with experts from NGOs, and 4) with certification authorities. 
Between  2009  and  2011,  a  total  of  30  interviews were  recorded. The documents 
used can be attributed  to  the  following groups: 1)  international conventions and 
agreements, such as reports  from  the United Nations conference on environment 
and  development,  the  convention  on  biodiversity,  and  others,  2)  legislative 
documents  of  the  Russian  Federation,  such  as  the  Forest  Code  of  the  Russian 
Federation and Federal rules governing logging, 3) documents issued by certifying 
bodies  and  experts  such  as  the  Standards  and  Principles  FSC,  and 
recommendations on the use of FSC standards in Russia, 4) the documentation of 
certified companies, and 5) publication in periodicals devoted to FSC certification. 
In  addition,  the  author  has made  use  of materials  originating  from  participant 
observation at conferences on issues of FSC in Russia and in the forest settlements 
that employ certified companies.  
 The  data  was  coded  and  analyzed  with  the  aid  of  the  progressive 
approximation method (Neuman 1991). In addition, triangulation was also applied 
to  the  data  collected.  First,  information  obtained  during  the  interviews  was 
supplemented and correlated with data obtained during  the observation and  the 
analysis of documents, and vice versa. Second,  the materials used  in  the present 
study represent the views of all stakeholders (business, NGOs, certification bodies, 
public authorities and local people), and hence the same event can be viewed from 
a  variety  of  perspectives  (Geertz  1973).  Third,  the  cases  under  study were  up‐
dated, permitting the dynamics of the certification process to be traced.  
The use of qualitative methods  in the study has made  it possible to reveal the 





Confrontation  between  State  and  global  regulations  that  have  appeared  in  the 
Russian  forestry  sector  can be  considered  in  the  context of  the  concepts of  legal 
pluralism  and  the  conflict between  laws  at various  levels  (Michaels  2005). First, 
new  global  regulations  have  required  reconciliation with  laws  effective  at  State 
level. This may  impact on  the State system of  forest regulation, or vice versa, on 
the adaptation of global  regulations within a  local  context. Second, even  if State 
and non‐State regulations do not conflict at a formal level, conflict is nevertheless 
at the level of their practical application. Third, besides the direct collision of State 
and  non‐governmental  standards  and  regulations,  the  indirect  influence  of 
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regulating  systems  on  each  other  took  place  through  various  mechanisms  of 
power‐making  such  as  political  and  market  tools.  Since  the  power  in  non‐
governmental regulation is localized mainly in market transactions, that impacted 




With  respect  to  the  correspondence  between  international  standards  and 
Russian forest legislation, we can distinguish three main groups. The first includes 
cases where  the  international  standards duplicated  the  legislative  requirements, 




wages.  In  such  cases,  forest  certification  enhanced  the  effectiveness  of  State 
legislation. 
The second category  included cases where  the standards of  forest certification 
were  not  in  conflict  with  State  laws,  but  included  additional  requirements  for 
forest  management  missing  from  the  Russian  legislation.  This  included,  for 
example, monitoring of the woodcutting and the operation of an enterprise, public 
participation  in  the  forest  administration,  and  additional  engineering  factors 
involved in forest‐work such as the use of an additional drain pan for machine oil, 
as  well  as  sawdust  in  case  of  combustible  and  lubricant  spillage.  This  can  be 
termed  the  ‘institutional enhancements’  to the existing State regulations. In  those 
cases, despite the fact that there was no direct contradiction of the legislation, the 
compliance  of  these  standards  could  be  complicated  by  the  lack  of  necessary 
experience  on  the  part  of  timber  companies,  for  example,  carrying  out  regular 
monitoring and  long‐term planning. At  the same  time, workers at  the  local  level 
might perceive negatively those additional engineering requirements posed by the 
certification  to  the  forest‐work,  since  the  requirements  presupposed  the 
performance of additional work, which generally remained unpaid. 





the same  time, according  to  the Russian regulations governing commercial forest 
management,  the whole  of  the  forest  leased  had  to  be  felled  in  its  entirety.  In 
consequence, the companies preserving biodiversity had to pay fines to the State. 
Controversies existing at  the  level of  formal  regulations were  ‘infused’ by  the 
norms  and  values  prevailing  in  the  Russian  context,  characterized  by  fuzzy 
legality,  poorly  developed  grassroots  democracy,  a  lack  of  interest  in 
environmental  issues.  We  can  distinguish  the  following  major  contradictions 
between  the  values  promoted  by  forest  certification  and  the  norms  of  conduct 
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not  articulated  as  significant  against  the  background  of  the  general  economic 




regulations  in  Russia,  which  was  compensated  for  by  the  existence  of  an 
alternative code of  informal standards smoothly  interwoven  into  the structure of 
routine interactions. Third, forest certification was based on intersectoral dialogue 
with all of the interested parties. Civil participation is one of the main driving force 
for FSC  certification. At  the  same  time,  the  structures of  civil  society  that  could 
interact with business were  insufficiently developed  in Russia, especially  in rural 
areas.  Populations  often  had  only  a  poor  ability  for  self‐organization  and were 
unable to make use of the rights provided by the new system. 
In addition to the contradictions at the level of regulations and standards, there 
also existed a competition between  the agents of  the various  regulating systems. 
The  appearance  of  new  regulations  and  regulatory  agencies  (FSC  National 








officially... And  the state  inspectors with  their checks come next and charge  fines… 
All  that  is  resolved  in  various  illegal ways. They  [companies  –  ed.]  say  that  they 
usually reach a mutual understanding. However, the main thing  is complying with 
the  legislation.  It  is necessary  to  approve  of  the  instruction  at  the Russian Federal 
Forestry Agency (Rosleskhoz). This should be done by the person who created it. The 
State  shouldnʹt  have  various  conflicting  instructions.  A  researcher  writes  an 
instruction  and  drives,  training  people  how  to  use  it. And  here  the  inconsistency 











in  contradiction  with  State  requirements,  and  also  that  the  alternative 
requirements  involved  non‐State  inspecting  authorities  (representatives  of  the 




conflicting  regulations  were  based.  Moreover,  the  matter  concerns  competition 
between the agents of various regulatory systems, each intending on achieving the 
maximum impact on the same objects of regulation. 
At  the  same  time,  a  number  of  factors  could  contribute  to  the  resolution  of 
existing  confrontations.  First,  FSC  certification  was  based  on  international 
conventions  and  agreements,  including  those  signed  by  Russia.  Secondly,  an 
intensive  process  of  reforming  the  system  of  forest  administration  and  forest 
legislation  has  been  undertaken  in  Russia  since  2000, which  has  enabled NGO 
experts and the representatives of wood firms to participate in the development of 
new  regulations  governing  forest  management.  Hence,  in  what  follows,  I  will 






were made by Non‐Governmental Organizations  (NGO) almost  from  the start of 
the FSC development  in Russia  (i.e.,  since  1998).   On  the whole,  these  attempts 
were  connected  with  their  tendency  to  drive  Russian  legislation  in  a  more 
ecological  direction.  When  meeting  with  the  representatives  of  the  State 
authorities, NGO  experts  aimed  at demonstrating  the possibilities  for using  the 
FSC certification  to  improve  the State system of  forest administration,  the export 
policy for sawn wood products, and the fulfillment of Russian responsibilities with 
respect to international contracts. Ways to harmonize international standards with 
Russian  legislation  through making  necessary  changes  to  the  Forest Code were 
also proposed. 
Intensive certification of Russian wood enterprises  in 2004‐2007 contributed to 
the  inclusion of big business  in  this process, which  in  turn  tended  to  reduce  the 
expenses connected with observation of the regulations of forest management that 
were  in  conflict.  At  the  same  time,  business,  which  depended  on  the  State  in 












Thus,  serious  steps  that were  proposed  by  non‐governmental  agents  (NGOs 
and  companies)  in  the  field  of  forest  legislation  reformation  received  more 
generalized and diffuse wording in the course of the discussion with businesses. 




3)  Participation  in  the  work  of  deliberative  bodies  within  State  authority 
structures  (Public  Forest  Council  at  the  Russian  Federal  Forestry  Agency,  the 
Chamber  of  Commerce  and  Industry  of  the  Russian  Federation,  the  Forestry 
Development Council of the Russian Federation).  
I will discuss each of these in turn. 
Informal  agreements  between  companies  and  local  authorities.  Contradictions 
existing  at  the  level  of  formal  regulations  were  often  resolved  by  the 
representatives of companies using informal agreements in the initial stages of the 
implementation  of  forest  certification.  The  representatives  of  leshoz  (forest 
management unit) met the company managers half‐way, permitting them to retain 
some elements of biodiversity on  fell allotments or not  to  cut down  some  forest 
plots that were most valuable from an ecological perspective. In some cases such 
agreements were  based  on  an  informal  payment made  to  a  forest management 
unit.  
  
A  certified  businessman  must  bribe  the  State  every  year  in  order  to  fulfill  the 
principles and criteria of FSC and preserve biodiversity. … He must make payments 
to  the  State,  which  itself  has  already  ratified  the  international  convention  on 









Formal  agreements  between  NGOs/businesses  and  regional  authorities  have 
become  a  common  method  of  resolving  the  problem.  These  agreements  have 










The  first  such  agreement  was  concluded  between  the  World  Wildlife  Fund 
(WWF)  and  the  State  authorities  of  the  Komi  Republic  in  2000.  The  NGO 
organized the establishment of a model forest in the territory of the Komi Republic 
and  conducted  the  relevant  forestry  certification.  Since  the  project  involved 
considerable  financial  investment  in  the  republic’s  infrastructure development,  it 
was perceived  in a positive way by  the republic’s administration. The agreement 
included the possibility of preserving biodiversity by the companies while felling 
timber, as well as cancelling  the  lease on plots of virgin  forest. Subsequently,  the 
international  corporation  Mondi  Business  Paper,  which  considered  forest 
certification  development  to  be  a  priority  direction  in  its  corporate  policy, 
commenced  working  in  the  republic,  which  caused  the  agreement  to  acquire 
further significance and strength. 
Companies  themselves have often been  the  initiators of such agreements. The 
best‐known  agreement  is  a  tripartite  one,  concluded  in  2008  between 
Investlesprom,  Russian  Federal  Forestry Agency  (Rosleshoz),  and  Кarelleskhoz, 
intended  to  help  remove  legislative  barriers  to  the  development  certification. 
However,  the  company  management  itself  has  evaluated  its  efficiency  as 
insufficient: 
 
It  dragged  on.  The  text  was  changed  scores  of  times. Officials  tried  to  duck  out 





 In  a  number  of  cases,  companies  have  developed  special  biodiversity 
preservation  instructions and approved  them at Rosleskhoz. But  the  instructions 
were  not  always  regarded  as  adequate  and  companies  often  continued  to  pay 
penalties  to  forest  management  units  (leshoz)  in  order  to  meet  certification 
standards. 
Thus,  the  formal  agreements  between  non‐governmental  agents  and  State 
authorities  have  contributed  to  the  momentary  resolution  of  existing 








The  joint  elaboration  of  recommendations  providing  the  making  of  optimal 
decisions  in  the  field  of  forest  relations.”  To  achieve  this,  it was  required  to 
“involve  the  institutions of civil society  in  the development and realization of  the 
forest policy of the State. 
 
 Improving  forest  legislation was  the main goal of  the Council’s work, and  it 
enabled NGO experts to take an active part in discussions with the representatives 
of  Rosleskhoz  concerning  the  inclusion  of  international  forest  management 
standards in Russian legislation. This work was most actively carried out in 2006‐
2008 and was closely connected with the creation of the new Forest Code. Thus, in 
2007,  experts  took  an  active  part  in  the  development  of  the  project  involving 
regulations  governing  federal  felling.  In  the  course  of  long discussions,  a  set  of 
amendments  was  elaborated  and  agreed  on  with  the  representatives  of 








Work  on  the  improvement  of  forest  legislation was  continued  in  2008  in  the 
area of the Forest Council. Amongst the major proposals made by the experts was 




out to be not  in the  least  like our original version… It  is as  if the text had been re‐




 In  spite  of  the  considerable  changes  made  to  the  experts’  proposals,  the 
inclusion of what remains has enabled the certified enterprises to meet some of the 
FSC requirements  legally. However, as early as 2009, along with the replacement 
of  the  Rosleskhoz  administration,  the  council  in  effect  ceased  to  function.  The 
council met only twice that year, and a significant part of the decisions reached in 
the course of the earlier discussions was not reflected even in the council minutes. 
Thus,  the  solutions  of  problems  involving  preservation  of  the  most  valuable 
forests,  as  proposed  by  the NGOs, were  transformed  into  the  dull wording  of 
“taking  the  information  provided  into  account”,  which  did  not  presuppose  the 
implementation of any effective measures. In addition, even decisions specifically 
made  at  the  meetings  held  in  2009  remained  unrealized.  This  has  resulted  in 
considerable  disappointment with  the  council’s work  on  the  part  of  the NGOs 
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for bad. At present,  there  is more  freedom  in  the  forest  for both good  and bad 
exploiters of the forests. [Interview with the head of FSC‐Russia, 2009]  
The decentralization of the forest authorities that has occurred has strengthened 
the  role  of  the  forest  certification  institution  as  an  additional  instrument  of 
influence  in  the  sphere  of  regional  enterprises,  and,  in  the  Russian  authorities’ 
opinion,  it has to some extent become the main route towards non‐governmental 
regulation legitimation. 
The  first experience of  the use by State authorities of  forest certification as an 
additional means of pressure was at the beginning of 2008 and was connected with 
the conflict between the Segezha Pulp and Paper Plant (Karelia) and the Forestry 
Department  of  the Northwestern  region. On  the  basis  of  the  results  of  remote 
monitoring  and  a  number  of  check‐ups,  the  administration  of  the  Forestry 
Department  accused  the  certified  enterprise  of  poor‐quality  forestry  operations 
and  required additional verification of  its work by  the  international  certification 
agency:  
 









As  a  result  of  the  completed  verification,  the  certificate  was,  in  this  case, 
suspended, and one could speak of the selective use of FSC standards by the State 
in  relation  to  this  particular  enterprise  since  the  administration  of  the 












connected primarily with a broad‐based conflict  that existed at  the  time between 
the  managers  of  the  enterprise  and  the  administration  of  the  Northwestern 
Forestry  Department,  according  to  interviews  with  the  holding  company 
managers in 2009. 
The  interaction between  the State  authorities  and  the Russian FSC office  that 
commenced  in  this way nevertheless continued  in a more constructive direction. 
The  representatives  of  the  Russian  FSC  office  were  permitted  to  ask  the 
Northwestern Forestry Department to supply the information in which they were 
interested.  In  turn,  the  latter  included  in  the  certification  all  of  the  standards 
detailing  the main  criteria of  forest management,  including  those  that had been 
inadequately fulfilled by the companies:  
 
It was  decided  to  recommend  that  the  certification  agencies,  and  also  the  national 
office of Forest Stewardship Council and  the Forestry Department of Northwestern 
Federal Region, should develop  the  indicators of proper  fulfillment of  the scope and 
quality  of  forest  protection  and  reproduction  in  the  certified  areas  and  also  to 
implement  them  in  certification  evaluation  (documentation  of  the  Northwestern 
Department of the Federal Forest Service, МГ – 06‐47/ 1734/). 
 
In general,  then,  it can be claimed  that  these strategies have all contributed  to 
the institutionalization of global standards in Russia. 
 
Particular  features  of  FSC  legalization  within  the  State  system  of  forest 
management in Russia 
 
The  distribution  in  Russia  of  a  non‐governmental  system  of  forest  certification 
based  on  international  conventions  caused  both  a  collision  of  international  and 
national  regulations  for  conducting  forest  business,  and  also  a  collision  of  State 
and non‐governmental  agents participating  in  the decision‐making process. The 
implementation  in  Russia  of  international  standards  required  more  intensive 
initiating  legislation on the part of non‐governmental agents, the development of 









Elements of  the State system of regulation,  i.e.,  intergovernmental agreements 
and  conventions,  State  laws  and  subordinate  legislation,  regional  standards  for 
companies,  State  initiatives  (the  development  of  a  national  certification  system 
promoted  by  officials)  served  as  channels  for  the  legal  expansion  of  non‐
governmental  standards.  Reform  of  the  Forest  Code  has  enabled  NGOs  and 
business  to  include  some  requirements  of  forest  certification  in  federal  cut 
regulations.  Regional  regulations  governing  logging,  designed  to work  out  the 
mechanisms of standard certification in greater detail to bring about reconciliation 
with Russian  legislation, were developed  in  the Arkhangelsk, Komi, Karelia, and 
Kirov  regions.  Whenever  they  were  incorporating  such  changes,  NGO  experts 
appealed both to international conventions signed by the Russian Federation and 
also to global market demands. 
Discussion  of  the  prospects  of  FSC  for  the  Russian  system  of  forest 










the  further promotion and  legalization of FSC. The next  important  step was  the 
insertion  in  the  federal  regulations  of mechanisms  for  biodiversity  preservation 
governing  felling. This was done by promoting NGO participation  in  the Public 
Forest Council  and helping  to hold  the  ‘seized  legality’.  In  spite of  the  fact  that 
some  regulations  remained  in  conflict  with  Russian  legislation,  mainly  with 




decade  to come about. Research has shown  that  in spite of  the wide spectrum of 
interaction mechanisms  they were  ineffective channels  for  the  legal expansion of 
non‐governmental initiatives. It is possible to distinguish several significant factors 
impacting  on  this  process.  First,  various  interest  groups  (NGOs,  business,  State 
authorities)  established  different  goals  for  their  participation  in  the  meetings. 
NGOs used the implementation of FSC standards in order to influence State policy 
in the field of forestry in general and to make it more ecological. Business aimed at 
reducing  its  expenses  connected with  the  fulfillment  of  the  regulations  of  two 
rather  different  regulatory  systems.  Thus,  non‐governmental  actors  were  not 
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always  operating  from  a  unified  position,  but  acting,  rather,  from  independent 
positions. The State authorities, in turn, were mainly interested in the proposals of 
experts  regarding  improvement  of  the  specific  paragraphs  of  forest  legislation. 
Hence,  to some extent  they used  the proposals of NGO experts selectively, since 
they were orientated towards their own particular tasks. Since it was easier to find 








later on, which underlines  its dependence on  the higher authorities and  the non‐
transparency of the decision‐making chain. 
Finally,  in many  cases  the  story  concerning  the work‐effectiveness  of  one  or 
another intersectoral area was connected with the personal factor, when a change 
of  the head of a department affected  the  results. This emphasizes  the situational 
nature  of  their work, which  in  turn  generates  the  same  situational  and  random 
strategies of non‐governmental actors. 
 
Conclusion:  the  implementation  of  global  standards  in  Russia  through  the 
prism of legal pluralism 
 
The  implementation  of  global  standards  in  the  Russian  forestry  business  has 




regulatory  environment  and  the  production  of  law‐making  authority  in  a 
globalized world.  
First, legal pluralism has questioned the autonomy of the law (Michaels 2005). 
No  law  works  in  a  vacuum,  and  external  factors  partly  determine  the  factual 
interpretations  and  implementation  of  the  law.  The  concept  of  legal  pluralism 
allows us  to  look beyond  the  legal system of a State and  to broaden our view of 
how and by what regulations and regulators the actions (in this case forestry) are 
being  determined.  Any  law  is  closely  related  to  the  environment  in  which  it 
operates. As my empirical study has demonstrated, the law may be strengthened 
or,  conversely, weakened  by  other  rules  and  regulations  operating  in  the  same 





conservation  have  contributed  only  a  fragmented  implementation  of  State  and 
non‐State rules. 
Second,  the  situation  of  legal pluralism  challenges  the  classical dichotomy  of 
legal/illegal. Since the object appears under the simultaneous influence of different 
legal or quasi‐legal systems, the object of regulation begins in other ways to design 
its  own  legality,  focusing  on  different,  contradictory  demands.  It  increases  the 
uncertainty of  the  legal  environment.  In  this  case,  the  construction of  legality  is 








have been contrary  to  the State  law, rather  than  losing  their green certificate. This 
demonstrates that sometimes the soft law of the global market is stronger that the 
State law. 
Third,  the  coexistence  of  different  rules  in  a  single  legal  space  means  a 
dispersion of  institutional power between  the agents of different systems  (Power 
2003). The result has been competition between the different agents that promote 
these  rules and monitor  their  implementation.  In  the  case under  study here,  the 
latent competition for a monopoly on  information has been between government 
officials and NGO experts.  




standards have  also been partly  transformed  in  the process of  their  application. 
For example, the requirements of FSC standards concerning public participation in 
forest  management  are  not  monitored  by  auditors,  and  they  are  realized  only 
through the intervention of NGO experts. 
Fifth,  the  situation  of  legal  pluralism  leads  to  a  change  in  the  relationship 
between  those who regulate and  those who are regulated, and  it strengthens  the 
role of  the  latter. Our empirical material  shows  that, as  companies are  forced  to 
operate under the demands of different regulatory systems, it confronts them with 
the problem of reconciling the different rules. It encourages them to participate in 
the  discussion  of  State  laws  and  non‐State  standards,  to  act  with  their  own 
legislative  initiatives, and  to  initiate  formal and  informal agreements with public 
authorities. Certified companies have not only  implemented  the  requirements of 
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Rights to Land from the Perspective of Various Stakeholders 
Intensive industrial development at the close of the 20th century prompted attention to the issue of 
preserving and respecting pre-industrial traditions and customs. This was reflected in a burst of 
interest in two problems: The interrelationship between the state and Indigenous peoples 
attempting to maintain their traditional way of life and also in the revision of the basis for the 
maintenance of Indigenous special status. According to present-day Russian legislation, “indigenous 
peoples are those living within the territories of traditional settlement of their ancestry, preserving 
traditional way of life, management and crafts, numbering less than 50,000 persons in the Russian 
Federation, and being aware of themselves as belonging to independent ethnic communities” (“O 
garantiyakh prav” [On Guarantees of the Rights…], 1999, p. 3). Membership in an Indigenous 
group provides a number of advantages in the use of natural resources and ensures additional 
government transfer payments and compensations. 
Over the past few decades, other groups have become involved with issues concerning Indigenous 
rights. The most significant newcomers have been the international expert community and the 
corporations working on the lands of Indigenous peoples. Declarations by the UN and other 
international organizations defending the rights of Indigenous peoples have influenced (at least on a 
discursive level) the maintenance of Indigenous special rights in Russia. At the same time, the swift 
advance of Russian and international extractive corporations (forest-industry, coal, and oil-and-gas) 
into the territories of Indigenous peoples challenge the preservation of their natural habitat. In a 
number of cases, this has resulted in the development of conflicts between local communities and 
companies. In accordance with Russian legislation, Indigenous peoples have no direct control over 
their traditional territories. The state owns most of all lands and leases them to different groups and 
organizations. It tends to mediate in conflicts that arise and tries to establish a balance between the 
various functions of natural resources and the ways in which they are used. On the one hand, the 
state sees its task to be the maintenance and preservation of the customary way of life and culture of 
traditional communities; while in the other hand, mining operations are a strategic resource on 
which the welfare of Russian social and economic systems as a whole, and of each specific region, is 
based. Thus, a relatively small proportion of the land has become the center of widely varying 
economic, ecological, political, and cultural interests, the promotion of which is based on different 
normative systems: common law, positive law, international law, and various forms of self-regulation 
such as compliance codes and others (Benda-Beckmann, 1989). 
The present investigation focuses on conflicts arising from the distribution of lands between oil 
companies and reindeer-herding communities in the Nenets Autonomous Okrug (NAO). NAO is 
situated in the northwestern region of Russia. Most of NAO is located above the Arctic Circle, which 
means that this territory exists under severe climatic conditions. The territory of the district 
comprises 176,810 square kilometres, mostly covered in tundra and forest tundra with an 
administrative centre at Naryan-Mar. The 2013 population of the district was 42,789, primarily 
made up of Russians (63.31%), Nenets (17.83%), and Komi (8.61%) (Dallmann, Peskov, & 
Murashko, 2011).  There are heavy stocks of mineral resources, especially oil and gas, in the territory 
of Okrug. The development of oil deposits in the Okrug began during the Soviet period. Geological 
survey expeditions carrying out the evaluation of petroleum reserves actively worked here in the 
1970s, while oil extraction began in the Okrug in the early 1990s. At present, the largest Russian and 
international extractive companies (Lukoil, Rosneft, Total, ConocoPhillips, and others) are actively 
working in the territory of Okrug (Dallmann et al., 2011). The specific issue facing the NAO region 
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is connected to the fact that a considerable part of the population consists of Indigenous Nenets 
people who practice a traditional way of life and engage in reindeer-herding. In this context, one of 
the problems of Okrug is the necessity to find a balance between the interests of the local 
communities whose way of life is based on a close connection with nature and the companies dealing 
with the industrial mining operations. 
The purpose of this study is to analyze how the settlement of such conflicts is achieved, by what legal 
(or quasi-legal) reasoning participants are guided, and which are the factors that have an influence 
on the selection of strategies in conflict settlements. This article describes the features of the 
interaction between Indigenous peoples, companies, and public authorities in Russia. At the same 
time, some of the consequences of the interaction between state laws, informal rules, and customs 
are typical not only in the Russian context, but also in other countries facing similar circumstances. 
Theory and Methodology of the Investigation 
Property rights are the key issue in economic theories concerned with the scarcity of resources. 
According to Demsetz (1967), the prevailing Anglo-Saxon tradition implies that the term property 
means not the material objects but a defined set of rights (bundles of warrants) governing the 
entitlement to those objects. For example, various people can have different rights to the possession 
of land: someone is entitled to walk on that land to reach a brook for water, someone has a right to 
rent it for planting, someone is entitled to plant it, and so forth. Thus, in real life, property rights are 
not a single and indivisible framework, but present individual warrants that can exist in various 
combinations and belong to a variety of persons (Schlager & Ostrom, 1992). Such an understanding 
of property rights results in several important consequences. First, any act of exchange is nothing but 
an exchange of bundles of warrants. Second, property rights do not mean relations between persons 
and objects but relations between persons with respect to using objects. Third, the specification of 
property rights (i.e., the exact distribution of warrants among different proprietors) plays a key part 
in the settlement of conflicts over possession of one or another object (Campbell & Lindberg, 
1990). Moreover, the economic interpretation of property rights is focused mainly on formal rules 
directing the behavior of various groups but does not take into account the peculiarities of the social 
interaction of participants and the objects of their claims. 
An analytical model proposed by anthropologists enables us to fill in those gaps. This includes the 
consideration of several layers: ideology and culture, legal regulation, property as an aggregate of 
multifunctional relations, and actions with respect to property combining all the previous layers 
(Benda-Beckmann, 1997). Particular attention is paid to how the interaction of different rules and 
regulations with respect to access to resources forms the specific practices of property handling 
(Benda-Beckmann, 1989). From the point of view of anthropologists, it is not the availability of 
formal rules for the possession of objects that is important but their legitimation by all the 
participants in the relationship. Here various groups of participants can have different ideas about 
the rules concerning the use of the same object. 
In speaking of the juxtaposition of various rules and regulations, investigators have addressed the 
concept of a legal pluralism that presupposes the coexistence of different legal systems in a single 
social space (Michaels, 2005). It means that one actor is potentially regulated by a multitude of 
diverse legal or quasi-legal regulations. Such an approach supposes several main lines for the 
development of the subject. The first direction is the analysis of interaction between the state legal 
system and the systems of common law in local communities (Teubner, 1997). The second 
direction is connected with the analysis of state law and the plurality of social forms formulating it 
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(Merry, 1988). The relationship between the law and other social forms results in elements of law 
becoming elements of other social forms, and vice versa. On the one hand, they support one another; 
while on the other, they also modify each other. The third subject concerns the interaction between 
state law and global rules and procedures created by transnational actors (Berman, 2007). 
When applied to the analysis of conflicts arising at the interface between different normative 
systems, as is considered in this article, the following consequences of the views of anthropologists 
on law and property are important for us. First, there is the consideration of law from the point of 
view of the participants in a particular relationship. This suggests that we can speak about a situation 
as a legal one if it is comprehended as such by the participants themselves. Secondly, there is the 
limitation of the role of the state in the resolution of legal conflicts, including those connected with 
the rights to use one or another object. Thirdly, it is the presence of “built-in pluralism” (internal 
pluralism) in state law. In other words, state law has absorbed the peculiarities of various forms of 
social life and reflects the interests of various groups in the population, which may result in 
contradictions within state law itself. Fourthly, the interaction between different rules and 
regulations results in mutual transformation of the law. Therefore, it is less important that the state 
recognizes the system of common law than whether the system connects with the nature of state law 
and affects it, as participants build up their behaviour in accordance with customs and traditions. 
Since an anthropological approach is oriented towards an empirical understanding of law, the 
current investigation used a qualitative methodology as suggested by Kvale (1983). Use was made of 
both semi-structured interviews and the analysis of documents. Material was collected during an 
expedition to Nenets Autonomous Okrug in 2012. A total of 40 interviews were completed. 
Interviews were conducted with the representatives of the state (6 interviews), managers of oil 
companies (7 interviews), representatives of reindeer-herding farms (19 interviews), and experts 
from non-governmental organizations (NGOs, 5 interviews). Interviews conducted at various points 
in time with experts from international NGOs were also used in the study (3 interviews). The data 
were coded and analyzed with the aid of the successive approximation method as described by 
Neuman (1991). 
The documents used can be divided into several groups: (a) state laws of federal and local 
significance, (b) international standards and conventions, (c) documents relating to negotiations 
between companies and reindeer herders, (d) materials in the regional press (the Naryana Vynder 
newspaper), and (e) expert documents and recommendations.  
Triangulation was used to ensure validity of interviews, participatory observation, official materials 
and documents (Neuman, 1991). In addition, earlier studies of Indigenous peoples in Russia and 
other countries (see for example, Cunningham, 2010) were used for corroboration. This 
combination of methodologies allowed assessment of legal and quasi-legal arrangements from the 
perspectives of many actors: companies, NGOs, international auditors, state representatives, and 
local people. 
Special attention was paid to ethical issues. This research did not aim to provide specific facts of the 
activities of companies or state authorities; rather, the purpose of the study was to analyze the 
structure of interaction between different actors. In order to protect potentially vulnerable local 
people in the communities, the data were made anonymous and names of interviewees were not 
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used in publication. Also, local communities received feedback about the research through a 
presentation of the report on the project.1 
First, a general description of the modern life of reindeer-herding communities are presented, 
followed by the legal environment within which they exist: The state laws, informal norms and 
customs, and international standards which describe the opportunities for and restrictions imposed 
upon the participants in relationships. Subsequently, possible strategies for the resolution of land 
disputes and the reasons of their use (or misuse) are analyzed.  
Nenets Reindeer-Herding Farms: Between Custom and the Present 
All that could be preserved has already been preserved. Now we are trying to grow into 
present-day society in a modern way. (Representative of the association of the Nenets 
nation, 2012) 
The life of modern Nenets reindeer-herders is a mixture of centuries-old traditions, Soviet heritage, 
and up-to-date trends in development. For many decades, Nenets reindeer-herders led a nomadic 
life with their herds in the tundra, using traditional instruments of labour and clothing, and 
conforming to individual Nenets rites. However, during the course of the 20th century, the Nenets’ 
way of life underwent profound changes. Policies carried out by the Soviet authorities had the 
strongest impact on the Nenets culture and lifestyle. Many traditions and rites were destroyed: The 
Nenets language was partly forgotten and local shamans, who were the leaders of Nenets 
communities, were sent to prison camps (Novikova 2010; Stammler & Wilson 2006). Reindeer-
herding communities were reorganized into reindeer-herding collective farms and a work rotation 
system was introduced: Reindeer-herders no longer led a nomadic life with their reindeer but went 
into the tundra in shifts for a fixed period of time. Reindeer-herders started to perceive reindeer 
herding not as a way of life but simply as a job. Children of the reindeer herders studied the whole 
year round at settlement schools and lived in hostels located in the same settlements. They could go 
to the tundra to be with their parents only in the summer. Children who grew up without personal 
experience of the tundra did not want to return there after graduation from school; instead, they 
entered study institutes and left for the cities. On the one hand, this resulted in the appearance of the 
first Nenets intelligentsia; on the other hand, it also resulted in estranging the Nenets from the 
tundra, their language and customs, and also in a reduction in reindeer herding. As a local journalist 
commented: 
Previously, all the professions we acquired were for us secondary. Unfortunately, today 
everything is the wrong way round; that is we have mastered this society and its space, and 
reindeer herding has become secondary, although it is our traditional way of life, through 
which one can preserve language and culture. (Local newspaper journalist in the town of 
Naryan-Mar, 2012) 
After the collapse of the Soviet regime, the reindeer-herding collective farms broke up. In the period 
of perestroika (reconstruction), most of the reindeer were lost. Additional kinds of production, 
which existed at the time of the collective farms (fur farms, dairy farms, and others), were closed 
down. Agricultural productive co-operatives (APCs) were organized in most settlements instead of 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 The materials of this research were published and presented for local NGO and communities in NAO (see 
Tysiachniuk, Tulaeva, & Landonio, 2012).  
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Soviet collective farms, and reindeer herding and fisheries began to develop in some settlements on 
the basis of family-tribal communities. 
At present, the life of the Nenets in NAO is an unusual mixture of traditional ways and modernity. 
The herders drive not only teams of reindeer but also off-road vehicles, wear both traditional 
jumpers and modern overalls, live in reindeer skin tents in the tundra, while aiming to equip them 
with modern acquisitions (washing machines, satellite phones, and TV sets) and have modern 
houses in the settlements. Most Nenets, particularly the younger generation, already living in NAO 
are not engaged in reindeer herding but hope to leave for the cities. At the same time, the gradual 
dying-out of reindeer herding constitutes a threat for the continued existence of Nenets culture. For 
example, the Nenets language is connected with the domestic features of reindeer herder life; 
therefore, its use in modern urban life is inconvenient and results in it gradually dying out:  
If we want to hide something from the children, we speak in the Nenets language. 
(Inhabitant of the Krasnoye settlement, 2012)  
Traditional Nenets rites and customs have suffered a similar fate. The appearance of oil companies 
ambitious to move into the lands of the reindeer herders has been met with ambivalence. On the one 
hand, petroleum production is considered a matter of national importance and an opportunity to 
obtain serious economic support from companies. Schools, gyms, and dwelling houses are built in 
settlements at the expense of the oilmen. As one individual stated:  
We are hooked on oil, so we need nothing more. (Settlement chief, 2012) 
On the other hand, the coming of the oilmen is perceived as a threat to the traditional way of life and 
to the tundra, which reindeer herders consider to be their home. Hence, one of the main motifs 
voiced in all of the interviews was regret for the restriction imposed on reindeer herding and the 
contamination of nature as a result of industrial development:  
Well, anyway, when reindeer herders lived solely amongst themselves, without what there is 
now… well, before the oilmen came, everything was good then. Now, most pastures are 
littered, the grass is trampled. (Local inhabitant of the Nelmin-Nos settlement, 2012) 
Thus, the necessity to preserve the conditions for a traditional way of life became one of the main 
concerns in the interaction between the oil companies and local communities in the Okrug. 
Oil, Reindeer, and the Legal Environment 
The territory is common, but everyone has his own rules of survival. (Local inhabitant in the 
Khorei-Ver settlement, 2012) 
One of the purposes of this article is to determine the legal coordinates within which the participants 
in a relationship act. In the view of a positive approach to the law, the only framework determining 
the interactions between the reindeer herders and oilmen is provided by state legislation. From the 
perspective of legal anthropology, the situation seems to be more complex. How the managers of the 
companies and the reindeer herders themselves perceive and substantiate their rights to the land is 
important. And here we see the juxtaposition of several normative procedures, including state 
legislation, informal rules for its use, international law referring to Indigenous peoples, common law 
to which reindeer herders appeal, and corporate standards of company activity oriented in many 
respects toward economic efficiency. 
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Perception of the legal situation by its participants. In accordance with the state legislation, both 
reindeer herders and oilmen rent the lands from the state to which they belong but local 
communities themselves perceive the situation otherwise. The representatives of the reindeer-
herding communities appeal to common law and tradition. As reindeer herders have been pasturing 
reindeer on the same lands over the ages, they perceive the lands as their own. Reindeer herders 
consider themselves to be native and permanent inhabitants of the lands, which in turn gives them a 
greater entitlement to the lands. One herder stated:  
It drives me nuts, if I meet a non-Nenets in the tundra. I would not walk in your territories in 
such a way. They creep where I creep. The tundra is my homeland. (Local inhabitant, 
Krasnoye settlement, 2012) 
 The appearance of the oilmen is perceived as an intrusion and as a violation of an unwritten law. In 
the opinion of the local inhabitants, the oilmen are a “temporary phenomenon” and Varangians, who 
“will pump all the oil and go away;” therefore, they cannot be considered to be the legal owners of 
the lands. It is interesting that in a number of cases such an impression also meets with approval 
amongst company managers:  
Anyway, we work on their lands. That is, so to speak, to ignore their requests would be 
wrong. (Oil company manager, 2012) 
Taking lands away from reindeer herders for the sake of petroleum production is connected for the 
reindeer herders with the loss of an object that has not only an economic value but also is imbued 
with definite moral connotations. The tundra is the basis of their economic survival and of the 
maintenance of their cultural identity, in the loosest meaning of the word. Nenets songs, legends, 
language, clothes, and domestic objects all are involved in the tundra. For example, inhabitants 
commented: 
If they no longer walk across their land, it is as if they have lost their home. There is a very 
sensitive attitude to the land here… If the matter concerns an oil company, it means that it 
has grabbed a plot of land. It is the seizure of pasture. (Local inhabitant, Krasnoye 
settlement, 2012) 
Let us suppose that any management company or someone else would come into your flat… 
And they are going to lay a pipe through your flat, next to the ceiling lamp, but without 
impeding your activities very much... Well, the tundra is just their home... (Representative of 
the Association of Indigenous Peoples, 2012) 
At the same time, many company representatives consider such an attitude to be unjustified since 
the lands are not formally the property of reindeer herders, stating:  
We need two licenses to begin our work: one for production and another for land. The lands 
were already rented to the reindeer herders. And they say: it is our land. But it is not their 
land, it is the state land. (Oil company manager, 2012)  
Companies aim to act within the framework of formalized laws and do not always have opportunities 
to gain an understanding of the cultural and domestic features of Nenets life. Moreover, they are 
bound by their corporate obligations, the principal one of which is concerned with the economic 
efficiency of their activity:  
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Our task is to produce oil rather than spend time on reindeer herders... We are responsible to 
our owners. They are not interested in how we come to an agreement here: They simply 
need a profit. The owner will take as much as has been planned. (Oil company manager, 
2012) 
Thus, we see here the collision of two different normative systems, where one party appeals to 
informal, historically formed norms, while the other party bases its actions on economic necessity 
and formal rules. It is significant that both reindeer herders and oilmen, when describing the 
behaviour of their opponents, used the metaphor “those people seem to have been born yesterday,” 
which emphasizes the difference between the two worlds. The mediator in this confrontation is the 
state legal system. 
Formal rules. One can pick out several main laws regulating relations in this sphere. First, there is 
the law of the Russian Federation, O nedrakh (Underground Resources Law, 1992), determining 
the procedure companies use to access natural resources. It regulates the rules for conducting 
auctions and obtaining licenses, and for regulating the rights and obligations of the users of mineral 
resources. Secondly, there is the Land Code of the Russian Federation (2001). It determines the 
rights and obligations of owners and lessees of land plots, procedure of recovery of damages on 
seizure of agricultural land no longer in use, and regulates land disputes. Thirdly, there is a group of 
laws regulating the rights of Indigenous low-numbered peoples of the North: O garantiyakh prav 
korennykh malochislennykh narodov (“On the Guarantees of the Rights of Indigenous Low-
Numbered Peoples,” 1999); O territoriyakh traditsionnogo prirodopolzovaniya korennykh 
malochislennykh narodov Severa, Sibiri i Dalnego Vostoka Rossiiskoi Federatzii (“On the 
Territories of the Traditional Natural Resource Use of the Indigenous Low-Numbered Peoples of 
the North, Siberia and Far East of the Russian Federation,” 2001); Ob obshchikh printsipakh 
organizatsii obshchin korennykh malochislennykh narodov Severa, Sibiri i Dalnego Vostoka 
Rossiiskoi Federatsii (“On the General Principles of the Organization of the Communities of 
Indigenous Low-Numbered Peoples of the North, Siberia and Far East of the Russian Federation,” 
2000). These laws establish the legal foundation for the development of Indigenous low-numbered 
peoples and protection of their Aboriginal habitat and traditional way of life. On the basis of this 
group of laws, as well as the Land Code of the Russian Federation (2001), the Nenets people have 
rights concerning compensation for the damage inflicted on them as a result of the seizure of land by 
oil companies. The amount of stated damages is determined by the establishment of an agreement 
between the parties and is estimated according to the procedure established by the existing 
legislation. Several methods allowing for the evaluation of damage were developed at the federal 
level, which resulted, for example, in Methods of Damage Assessment and Calculation (2000), 
approved by the GosComEcologiya environmental agency of the Russian Federation and, in 2009, 
in Methods for the Calculation of Damages Caused by the Seizure of Land for Non-Agricultural Use, 
proposed by The Ministry of Economic Development and Trade of the Russian Federation. 
Fourthly, there exists the Law on Ecological Expert Examination (1995), the essence of which is 
concerned with the preliminary inspection of correspondence resulting from planned economic 
activity, on the one hand, and the requirements of state legislation and technical regulations, on the 
other. Before 2007, this was the key law determining the opportunities for the participation of the 
general public in the evaluation of ecological and social effects of the industrial activity undertaken 
by organizations. But following a reform in 2007, this law was considerably amended, with the result 
that the idea of “ecological expert examination” began to be interpreted more narrowly. According 
to the new version of the law, documentation of the planned activity has to be subject to evaluation, 
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rather than the planned activity itself. The opportunities for NGO expert participation have also 
been abridged.  
Finally, there are the legislative acts of Nenets Autonomous Okrug: O regulirovanii zemelnykh 
otnoshenii na territorii NAO (“On the Regulation of Land Relations in the Territory of NAO,” 
2005); O nedropolzovanii (“On the Use of Subsurface Resources,” 2003); and O chastno-
gosudarstvennom partnerstve (“On Public-Private Partnership,” 2011). These acts establish the 
foundations of interaction between various actors in the Okrug and outline the terms of mobilization 
and use of public and private resources for the development of the economic and social sphere, as 
well as protect of the rights of the Nenets people. 
All of the above laws create a framework for constructing interaction between the various actors. 
However, from the point of view of legal anthropology, filling this framework depends on how much 
the state system coincides with the normative systems of the participants. It will have a direct 
influence on how laws act in practice.  
Law enforcement in practice. The next step important for our study is to show the peculiarities of 
the impression of state laws held by various groups of actors. We can note the following points. 
First, according to the informal norms, the circumvention of any legislative barriers is often 
considered in order to overcome bureaucratic obstacles rather than violate the law. For example, the 
formalization of a permit for the allotment of land or the receipt of a license for oil production can 
take from one to three years. Hence, sometimes it is economically more profitable for companies to 
pay a fine for starting operations early, rather than observing correctly all the details of the law: 
The oilmen think that it is cheaper for them to pay a fine, to start and even complete their 
work. And so this is what they do and they pay the fines. In other words, they will pay more 
taxes during a year than they will if they pay a fine… Anyway, they will obtain that plot, of 
course. Because the license plot is, of course, an oil one, and they will in any case formalize it 
in a year or two. (Representative of reindeer-herding farm, Khorei-Ver, 2012)  
In some cases, this results in the land turning out to be developed by oilmen earlier than the reindeer 
herders will have given their permission for them to do so. As one chief told us:  
They have already built houses and laid an oil pipeline. And we have not yet agreed or signed 
anything. (Chief of reindeer-herding farm, Krasnoye settlement, 2012) 
 Unofficially, it is accepted that a permit will in any case be obtained. Indeed, when studying the 
materials on NAO, we found no single case where petroleum production had been blocked because 
of the absence of a permit issued by the Indigenous nation. 
Secondly, observation of a number of laws can be deceptive. That is, it is important to observe the 
external formalities of the law rather than its essence. For example, public hearings, which are 
necessary before the start of petroleum production, are often organized in such a way that practically 
none of the interested parties can take part in them. For example, the one representative of a local 
community on whose lands petroleum production will be carried out said:  
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It is enough to conduct hearings only in Naryan-Mar and that is all, and the law will have 
been observed. (Local inhabitant, Naryan-Mar, 2012)2 
It should be noted that the local stakeholders themselves also react passively to the opportunity to 
realize their rights by participating in the public discussion. 
Thirdly, the participants do not consider the state law to be a unified, monolithic system. The 
various groups of participants are guided by different legislative documents determining, as far as 
they are concerned, their priority over other state laws. In other words, each group has its own 
hierarchy of rules and laws: Some of which are primary for their own activity, while all others are 
considered to be secondary. Such an understanding is in conflict with any positive approach to the 
law but better reflects the true nature of law enforcement in practice. For example, the Underground 
Resources Law (199) and the requirements that it presents is the basic law regulating the activity of 
oil companies. Other legislative documents, such as the laws on Indigenous low-numbered peoples 
of the North, which are typical only for defined territories, seem to the oil companies to be less 
significant:  
We are governed by the Underground Resources Law. It is the main law for us… We 
produce petroleum and pay taxes on it to the federal budget. That corresponds to the federal 
interest. Other companies also come and confront the local people with this absurdity in 
respect of land plots… (Manager of oil company, 2012) 
Fourthly, in connection with frequent changes of power in the Okrug, changes in regional laws, and 
the absence of clarity in the distribution of authority between various levels of power, local 
inhabitants do not consider the state legal system to be something reliable, especially when the 
matter concerns the regulation of relations in the territory of the Okrug. One participant stated:  
When power changes, the laws change with it each time. There are no correct regional laws 
regulating local relations. (Local inhabitant, Nelmin-Nos settlement, 2012) 
Thus, although all the relations among participants exist formally in the system of Russian state law, 
we are also confronted with a number of legal and quasi-legal regulations in practice. 
Land Disputes and Their Resolution Strategies 
We do not arm-wrestle with the oilmen, we negotiate token prices. (Representative of 
reindeer-herding co-operative, 2012)  
We fight against the oilmen. (Representative of reindeer-herding farm, 2012) 
Conflicts between reindeer herders and oilmen over rights affecting the use of land plots began to 
appear in the 1990s with the arrival of oil-producing companies in the Okrug. The implementation 
of actual petroleum production resulted in the seizure of a part of the land traditionally used for 
reindeer herding. This, in turn, placed a restriction on the number of reindeer on the farms. In some 
cases because of the concomitant shortage of land, the local inhabitants were unable to increase the 
number of reindeer since part of the land had been handed over to the oilmen. In accordance with 
legislation, companies should pay compensation to reindeer herders for the lands seized from them. 
The amount of compensation became one of stumbling blocks in the negotiations. Moreover, even if 
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the lands remained in the possession of the reindeer herders, oil pipelines were built across them, 
partitioning the lands and hindering reindeer herding. Reindeer, unaccustomed to such 
constructions in the tundra, often refused to go further. The construction of convenient crossings for 
reindeer over the oil pipelines was another important point in the negotiations between the reindeer 
herders and oilmen. Finally, one more cause of conflict was connected to the ecological 
consequences of the activities of the companies: oil spills, poor restoration of territories after oil 
production, and rubbish left behind on the tundra. 
Initially, interaction with the oilmen was complicated. On the one hand, high expectations on the 
part of local communities with respect to the oilmen had a major influence. Local populations 
tended to think that, since oil is one of the key resources for the country, the oil companies would 
have practically unlimited financial capacity. One of the discourses most commonly used in the 
Okrug can be expressed in the short phrase “milking the oilmen.” According to a story told by an 
active participant on the side of the reindeer herders in the negotiations with the oil companies: 
 The point is that when we worked with the geologists, they convinced us: "Boys, where 
would we get money from? We can help you with helicopters, but we have no money. But 
when the oilmen come, they will help you, they have a lot of money." When the oilmen 
came, I said to them: "Boys, that's it, it's time to pay up." Well, they did not understand the 
situation, of course…. (Reindeer herder, 2012) 
At the same time, the oil companies were also unprepared to interact with the communities of 
reindeer herders and to take into account their special rights to the land. The need to reconcile their 
activity not only with the state authorities but also with the Indigenous people was considered an 
unjustifiable additional pressure, according to some accounts obtained from the managers of the oil 
companies. 
On the basis of the material collected, it is possible to pick out three possible models for land dispute 
resolution: (a) through official state channels, (b) through non-governmental mediators, and (c) by 
way of direct negotiations and agreements (i.e., without any intervention of a third party). 
The first model addresses the regulation of contradictions by the state authorities. According to 
Russian legislation, land problems are to be solved by municipal authorities; however, when the oil 
companies first arrived in the Okrug there was no regional administrative division and so the matter 
did not come within the constraints of the usual Russian practice. This in turn resulted in confusion 
in the distribution of responsibility for land dispute resolution between the regional, area, and 
district levels of power. As a result, the oilmen and reindeer herders, without the intervention of state 
officials, directly resolved the conflicts. Later, the Polar District was established in the Okrug and 
land disputes came under its jurisdiction. But by virtue of the tradition that had already existed for 
several years, the settlement of land questions between the oilmen and reindeer herders went on as 
usual without the intervention of the state authorities. According to one observer:  
Unfortunately, at that moment in time, the State mildly expressed what it had not said 
directly: let them reach an understanding by themselves. And so it has continued up to the 
present moment. Now the picture looks rather different, since the State is now trying to 
meddle in the situation. However, the reindeer herders and oilmen say that it is only 
between themselves. (Representative of NGO, 2012)  
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The second model represents the resolution of disputes with the help of non-governmental experts. 
The association of the Nenets people, or Yasavei, was involved as a mediator in the cases under 
consideration. Yasavei is the largest NGO in the Okrug engaging in the rights of the Indigenous 
peoples. All questions connected with economic, social, legal, and cultural aspects of the life of the 
Nenets people fall within its scope. Yasavei is the only NGO in the Okrug with the right to take a 
legislative initiative. The vice president of Yasavei, who is in charge of natural resources, is a member 
of the commission drawing up the decisions on the allocation of land plots to the oil companies. In 
other words, the representative of this organization takes part in the inspection of the land that has 
been proposed for allocation to the oilmen; subsequently, the commission also oversees the work of 
the oil companies in those territories. Moreover, the commission has close connections with the 
authorities in the Okrug, as some of its members work simultaneously for the Okrug government. 
This creates some of the key factors affecting the situation, but it does not permit the resolution of all 
of the problems:  
If any questions arise, we can help them to meet and come to an agreement. We have no 
authority to establish rules, norms, algorithms, or mechanisms to resolve such problems. We 
have nothing like that. We can only construct an agreement. (Representative of Yasavei, 
2012) 
 In a number of cases, experts of Yasavei were mediators between reindeer herders and companies 
when the matter concerned the allocation of land or the terms of its use by the oilmen (for example, 
the construction of crossings over oil pipeline for reindeer herders). 
However, most common is the third model. In most cases, the oilmen and reindeer herders resolve 
their questions by means of direct negotiations, without the aid of a third party. Direct agreements 
on social and economic co-operation between oil companies and reindeer-herding farms have 
resulted in mutually beneficial solutions for problems, such as the reindeer herders giving their 
consent to the use of land by oil companies in exchange for which the oil companies would assign 
sums of money for the economic support of reindeer-herding farms. As a rule, interaction between 
the two sides is formed in the following way. Each year the representatives of the APC write appeals 
in which they state their requirements for the current year. The companies do not, however, transfer 
money directly to APC, but pay for services rendered (for example, the construction of garages and 
houses, the rental of helicopters, the purchase of equipment, reindeer, inclusion in a tourist 
promotion, goods, etc.) 
The scenario above illustrates the usual model of interaction between oilmen and reindeer herders. 
There are various ways of reaching such agreements. The quotations set as the epigraph for this 
section of this article show two different strategies used by reindeer herders in negotiations. In most 
cases one can speak of the “strategy of peaceful coexistence,” when the reindeer herders agree to the 
conditions proposed by the oilmen; in other words, agree to accept the amount of compensation 
that is proposed by the company. The reindeer herders can try to negotiate an increase, but only by a 
negligible margin. At present, the “price list” agreed in the process of such informal negotiations 
already exists. According to one team leader: 
I want to tell you that our wish is their proposal. (Team leader of reindeer-herding farm, 
2012) 
The second strategy is based on the tendency of reindeer herders to advance their own 
requirements; however, the team leaders adopted an active position in only one the case included in 
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the study under discussion. The state legislation (the Land Code and laws on the rights of 
Indigenous low-numbered peoples) was the major tool with which the reindeer herders tried to 
defend their interests in their disputes with the oilmen. But in order to make the law work, it was 
necessary to "operationalize" it (i.e., to use the formalized methods of damage evaluation):  
They might have twisted arms in a barely legal way; we needed calculations to prove it. 
(Representative of the reindeer-herding farm, 2012)  
The leader of the reindeer herders approached Moscow experts who calculated the approximate 
amount that would compensate for the damage connected with the seizure of the land. The 
calculations were not, however, recorded in the case study. Having an idea of the amount on which 
one could count in the disputes with the oilmen, the leader of the reindeer herders discussed the 
amount of possible compensation with the companies working in their territories. This particular 
reindeer-herding farm concluded the first formal agreement in 2001. At the same time, the leaders of 
the farm carried out a geo-botanical examination of the land with the financial support of the Okrug 
administration in order to calculate the cost of the damage caused by petroleum production. At 
present, interaction between the farm and the oilmen continues with the aid of formalized methods 
of damage calculation and agreements concluded on the basis stated by a representative of the 
reindeer farm:  
Today one cannot arm wrestle with the oilmen without any proper methods! We count on 
those methods; we have counted everything. But now I have those figures, I can substantiate 
all of them, and it is easier to me to speak to any president or director. (Representative of 
reindeer-herding farm, 2012)  
At the same time, other NAO reindeer-herding farms are unable to use the same kind of methods 
because they have not commissioned an expensive geo-botanical examination of their lands. 
Consequently, in most cases in the territory, the amount of damages paid to reindeer herders by oil 
companies is determined arbitrarily during the course of negotiations. 
Conclusions 
In the course of this investigation, we have analyzed the possibilities for resolving land disputes 
between oil companies and reindeer herders based on the peculiarities of the existing legal and quasi-
legal regulations. Following the approach of legal anthropologists, we have analyzed the various 
normative and quasi-legal systems existing in the community, layer by layer. In this light, the legal 
system does not appear to be a unified, monolithic construction, but is more like an onion, made up 
of many layers. This is the main challenge for legal science to consider since as a rule only one of the 
existing layers of the legal system is taken into account. 
In spite of the fact that the general framework of interaction is constituted by the state legal system, 
there are other rules, norms, and standards, which overlap with and influence each other, that also 
act in the process. First of all, the discourse is influenced by a collision between the traditional ideas 
of reindeer herders with the corporate standards of economic efficiency. With respect to 
international documents protecting the rights of Indigenous peoples, their influence is felt in some 
cases only through the corporate standards of social responsibility (CSR) of international 
corporations working in Russia. As a rule, this is expressed in the social programs of companies 
focused on Indigenous peoples. None of our informants (business, NGOs, authorities, 
communities) appealed to international law, either by discussing or disputing it. 
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Consequently, it is possible to delineate the following effects of the interactions of the various rules 
and norms. First, custom continues to play an important role in the life of reindeer-herding 
communities. It constitutes the rights of local communities to the lands in their possession, whereas 
the state laws are considered to be an instrument to impose pressure on the oil companies. Custom 
also determines to some extent the peculiarities of an appeal to the state legal system. For example, 
the role of mistrust of external institutions is high in traditional communities such as those of the 
reindeer-herders. The communities are characterized by their tendency “to wash their dirty linen at 
home” (i.e., to solve their questions themselves without unnecessary fuss). It is noteworthy that the 
leader of the only reindeer-herding farm actively asserting its rights and appealing to degrees of 
jurisdiction is not an ethnic Nenets. 
Secondly, the role of state law in the resolution of conflicts is restricted because of confusion in the 
distribution of authority between the various levels of state power, the complexity of the 
operationalization of specific laws in practice, and the necessity to use special methods, as well as the 
excessive bureaucratization of the state legal machine. As we have seen, municipal authorities under 
whose supervision such questions are raised do not intervene in the process of their resolution. The 
participants themselves also do not consider the state law as an effective system of resolution of such 
conflicts; they say that it is more profitable for them to resolve their problems themselves. Virtually 
none of the participants applied to a court for the resolution of a conflict. Both companies and 
reindeer herders tend to avoid bureaucratic acrimony and thus reduce their expenses. The 
participants in conflicts nevertheless use the threat of legal recourse. 
Thirdly, it must be emphasized that the model of land dispute resolution using direct negotiations 
between oilmen and reindeer herders took some time to establish before it became the common 
practice. The participants had to work specifically on the legitimation of their rights, even though 
they existed formally in state legislation. Both parties used various mechanisms to this end: 
publications in the press, participation at round tables and conferences, interaction with 
representatives of regional authorities, and actual direct negotiations. 
Fourthly, negotiations between oilmen and reindeer herders taken out of the context of the state 
bureaucratic machine are characterized by opaqueness and situatedness. They are regulated to a 
larger extent by informal norms and impressions of justice than by formal rules. In each individual 
case, the amount of assistance provided by companies to reindeer herders is determined individually 
in the course of negotiations and the process remains confidential. It is determined by the literacy of 
the administration of the reindeer-herding farms and by the stance adopted by the company 
administration. Neither the representatives of the state authorities nor the experts from the NGOs 
know the exact amount of assistance provided. Moreover, as a rule, those agreements are short-term 
in character and their conditions are revised every year. In consequence, this brings into question the 
sustainability of this model of relations. 
It would be desirable to implement the following measures to resolve the existing problems: 
¥ Involvement of groups of civil society in decision-making regarding the use of lands and 
natural resources (for example, recovery of public environmental examination); 
¥ Increase the transparency of decision-making regarding to allocation of land; and 
¥ Practical use of the methodology for calculating damages for traditional communities 
from industrial activities. 
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